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SECURITIES ACT OF 1933 JUN 91% 


Rel. No. 5382/April 9, 1973 


ADVERTISING AND SALES PRAGERIBS IINOFONNEC 
TION WITH OFFERS AND SALES OF SECURITIES 
INVOLVING CONDOMINIUM UNITS AND OTHER 
UNITS IN REAL ESTATE DEVELOPMENTS 


The Securities and Exchange Commission today called 
attention to the requirement that public offerings of con 
dominium units and other units in real estate develop 
ments (‘‘condominium units’’) registered or required to 
be registered under the Securities Act of 1933 (‘‘Act’’) be 
made in conformity with the requirements of Section 5(a) 
of the Act. Section 5(a) provides that it is unlawful, ab 
sent an exemption, for any person, directly or indirectly, 
to sell a security using the means or instruments of inter 
state commerce or the mails unless a registration state 
ment is in effect as to such security. The Commission has 
discussed previously the applicability of the Federal secu- 
rities laws, including the registration requirements of the 
Act, to offerings of condominium units in conjunction 
with certain rental arrangements. 1 The Commission is 
aware that compliance with the requirements of the Fed 
eral securities laws may require offerors of condominium 
units involving an investment contract required to be reg- 
istered under the Act to refrain from certain sales prac 
tices and procedures used by sellers of condominium units 
offered without any collateral arrangements and not sub- 
ject to registration. 


Specifically, prior to the filing of a registration statement, 
the dissemination of sales literature, brochures or publicity 
concerning the condominium units or the proposed offer 
ing would constitute an illegal offer within the meaning 
of Section 5 of the Act. However, notices by an issuer 
given in accordance with the provisions of Rule 135 2 
under the Act are deemed not to offer securities for sale 
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for the purpose of Section 5 of the Act and, accordingly, 
may be published prior to the filing of a registration state- 
ment. Further, no purchase price payments, deposits, or 
purchase commitments may be accepted, nor may indica- 
tions of interest be solicited prior to filing the registration 
statement. 


After the registration statement is filed, and before its ef- 
fective date, offers to sell the securities are permitted but 
no written offer may be made except by means of a stat- 
utory prospectus. For this purpose the statutory prospec- 
tus is the preliminary prospectus provided for in Section 
10(b) of the Act and Rule 433 thereunder. In addition, 
communications permitted by Rule 134 3 may be pub- 
lished or transmitted. Indications of interest may be tak- 
en, but, as in the pre-filing period, the acceptance of pur- 
chase price payments, deposits, or purchase commitments 
violates Section 5 of the Act. This is so whether or not 
the payment or deposit is placed in escrow, whether or 
not it is refundable at the option of the prospective pur- 
chaser, whether or not such refund may be obtained upon 
request, whether or not a refund will be made in the ab- 
sence of notification from a prospective purchaser that 
he confirms the purchase and whether or not other ar- 
rangements exist with regard to the refund of such pay- 
ment or deposit. 


After the registration statement has become effective, 
sales may be made provided a final statutory prospectus 
meeting the requirements of Section 10(a) of the Act pre- 
cedes or accompanies any written offer, confirmation or 
delivery of the security, which ever first occurs. Commun- 
ications meeting the requirements of Rule 134 may be 
published or transmitted. Supplemental sales literature 
may be sent to a prospective investor only if such litera- 
ture is preceded or accompanied by a final statutory pro- 
spectus and if such literature is not false or misleading. 


By the Commission. 


Ronald F. Hunt 
Secretary 


ISee Securities Act Release No. 5347 (January 4, 1973). 


2See Appendix A. 


3See Appendix B. 





Appendix A: 


Rule 135, as pertinent to these types of offerings, is as 
follows: 


Rule 135. Notice of Certain Proposed Offerings. 
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(a) For the purpose only of Section 5 of the Act, a 
notice given by an issuer that it proposes to make a pub- 
lic offering of securities to be registered under the Act 
shall not be deemed to offer any securities for sale if 
such notice states that the offering will be made only by 
means of a prospectus and contains no more than the fol- 
lowing additional information: 


(1) The name of the issuer; 


(2) The title, amount and basic terms of the securities 
proposed to be offered, the amount of the offering, if 
any, to be made by selling security holders, the antici- 
pated time of the offering and a brief statement of the 
manner and purpose of the offering without naming 
the underwriters; 


(6) Any statement or legend required by State law or 
administrative authority. 


Appendix B: 


Rule 134, deleting provisions applicable only to public 
utilities or registered investment companies, is as follows: 


Rule : 34. Communications Not Deemed a Prospectus 


The term “‘‘prospectus”’ as defined in section 2(10) of the 
Act shall not include a notice, circular, advertisement, let- 
ter, or other communication published or transmitted to 
any person after a registration statement has been filed if 
it contains only the statements required or permitted to 
be included therein by the following provisions of this 
rule: 


(a) Such communication may include any one or more 
of the following items of information, which need not fol- 
low the numerical sequence of this paragraph: 


(1) The name of the issuer of the security; 


(2) The full title of the security and the amount being 
offered; 


(3) A brief indication of the general type of business 
of the issuer, limited to the following: 


(A) In the case of a manufacturing company, the general 
type of manufacturing and the principal products or 
classes of the products manufactured; 


* * * 


(D) In the case of any other type of company, a cor- 
responding statement; 


(4) The price of the security, or if the price is not 
known, the method of its determination or the prob- 





























able price range as specified by the issuer of the man- 
aging underwriter; 


(5) In the case of a debt security with a fixed (non- 
contingent) interest provision, the yield or, if the yield 
is not known, the probable yield range, as specified by 
the issuer or the managing underwriter; 


(6) The name and address of the sender of the com- 
munication and the fact that he is participating, or ex- 
pects to participate, in the distribution of the security; 


(7) The names of the managing underwriters; 


(8) The approximate date upon which it is anticipated 
the proposed sale to the public will commence; 


(9) Whether, in the opinion of counsel, the security is 
a legal investment for savings banks, fiduciaries, insur- 
ance companies, or similar investors under the laws of 
any State or Territory or the District of Columbia; 


(10) Whether, in the opinion of counsel, the security 
is exempt from specified taxes, or the extent to which 
the issuer has agreed to pay any tax with respect to 
the security or measured by the income therefrom; 


(11) Whether the security is being offered through 
rights issued to security holders, and, if so, the class of 
securities the holders of which will be entitled to sub 
scribe, the subscription ratio, the actual or proposed 
record date, the date upon which the rights were issued 
or are expected to be issued, the actual or anticipated 
date upon which they will expire, and approximate 
subscription price, or any of the foregoing; 


(12) Any statement or legend required by any State 
law or administrative authority. 


(b) Except as provided in paragraph (c), every commun 
ication used pursuant to this rule shall contain the follow- 
ing: 


(1) If the registration statement has not yet become 
effective, the following statement: 


A registration statement relating to these securities has 
been filed with the Securities and Exchange Commis- 
sion but has not yet become effective. These securities 
may not be sold nor may offers to buy be accepted 
prior to the time the registration statement becomes 
effective. This (communication) shall not constitute an 
offer to sell or the solicitation of an offer to buy nor 
shall there be any sale of these securities in any State 
in which such offer, solicitation or sale would be un- 
lawful prior to registration or qualification under the 
securities laws of any such State. 


(2) A statement whether the security is being offered 
in connection with a distribution by the issuer or by 
a security holder, or both, and whether the issue rep 
resents new financing or refunding or both; and 


(3) The name and address of a person or persons from 
whom a written prospectus meeting the requirements 
of section 10 of the Act may be obtained 


(c) Any of the statements or information specified ir 
paragraph (b) may, but need not, be contained in a com 
munication: (i) which does no more than state from 
whom a written prospectus meeting the requirements o. 
section 10 of the Act may be obtained, identify the secu 
rity, state the price thereof and state by whom orders 
will be executed; or (ii) which is accompanied or preceded 
by a prospectus or a summary prospectus which meets 
the requirements of section 10 of the Act at the date of 
such preliminary communication 


(d) A communication sent or delivered to any person 
pursuant to this rule which is accompanied or preceded 
by a prospectus which meets the requirements of section 
10 of the Act at the date of such communication, may 
solicit from the recipient of the communication an offer 
to buy the security or request the recipient tu indicate, 
upon an enclosed or attached coupon or card, or in some 
other manner, whether he might be interested in the secu 
rity, if the communication contains substantially the fol 
lowing statement 


No offer to buy the securities can be accepted and no 
part of the purchase price can be received until the 
registration statement has become effective, and any 
such offer may be withdrawn or revoked, without obli 
gation or commitment of any kind, at any time prior 
to notice of its acceptance given after the effective 
date. An indication of interest in response to this ad 
vertisement will involve no obligation or commitment 
of any kind. 


Provided, That such statement need not be included in 
such a communication to a dealer if the communication 
refers to a prior communication to the dealer, with respect 


to the same security, in which the statement was included 





SECURITIES ACT OF 1933 
Rel. No. 5383/April 9, 1973 


ADOPTION OF AMENDMENT TO RULE 457 UNDER 
THE SECURITIES ACT OF 1933 


The Securities and Exchange Commission announced to 
day that it has adopted an amendment to Rule 457 of 
the Rules and Regulations under the Securities Act of 
1933 (‘‘the 1933 Act’’). Rule 457 sets forth the method 
by which the registration fee required by Section 6(b)* 
of the 1933 Act is calculated in various situations in 
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which the maximum aggregate offering price is based up 
on fluctuating factors, such as market price or underlying 
asset values, or is otherwise uncertain at the time of filing 
due to the nature of the proposed offering 

The newly adopted amendment adds a paragraph (k) to 
Rule 457 which provides that, for the purpose of calculat 
under the 1933 Act 


maximum aggregate offering pr 


ing the registration fee the proposed 


ce of any put or call op 


tion which traded on a national securities exchange and 
registered by such exchange, or a facility thereof, shall be 
computed on the basis of the maximum aggregate fees or 


charges to be imposed by such registrant in connect 


with the issuance of the option. At the 


present time. the 
only registrant to which the new provision will be 
the Chicago Board Options 


Corporation, a wholly-owned subsid 


applic 
able Exchange Clearing 

iry of the Chicago 
ated (“CBOE"’). The 
CBOE is a registered national securities exchange which 


Board Options Exchange, Incorpor 





has been organized for the purpose of providing a central 
| J 

primary market for the suance and trading of put an 

call option 

The text of Rule 457(k 1s fo 
(kK VO ling th tt pro yt ( n 
the prope naxim yeqdat ffering pric ly 
put or ¢ 1Wed o ! or ecu 
tre xc a ] ) i xcnanae ! 
Facility th yi sn ( ) of calcu q the 
req tion fee Db comp Ip ! D ) t 
maximum aggregate fees or charae to be 1 by 
sucN reqistrant in cont ctior vitt ne ssuance of sur h 
optio 

The foregoing amendment h b idopted pursuant to 

Sections 6(b), 7 and 19(a) of the 1933 Act. Because the 

amendment is in the nature of an interpretation of 

existing statutory provision, the Commission finds tha 

for good cause. the notice and procedures specified in the 


2) 


ve Procedure Act (5 U.S.C. 553) are unneces 


Administrat 
sary, and accordingly it adopts the amendment effective 


immediately 
By the Commission 


Ronald F. Hunt 
Secretary 


"Section 6(b) provides that 


“At the time of filing a registration statement the ap 
plicant shall pay to the Commission a fee of one 
fiftieth of 1 per centum of the maximum aggregate 
at which such securities are 


price proposed to be of 


fered, but in no case shall such fee be less than $100.” 
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SECURITIES ACT OF 1933 
Rel. No. 5384/April 12, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10099/April 12, 1973 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17931/April 12, 1973 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7768/April 12, 1973 


NOTICE OF PROPOSED AMENDMENTS TO REGULA 
TION S-X AND RELATED INTERPRETATIONS AND 
GUIDELINES (S7-481) 

A. INTRODUCTION 

One of the recent amendments to Regulation S-X, ‘Form 
and Content of Financial Statements” 

Release No. 125 adopted by the Commission on June 23 
1972), called for the expansion of Rule 5-02-1 which re 


lated to cash and cash items. Specifically, the rule now 


(Accounting Series 


f ¢ 


requires disclosure of funds subject to withdrawal oi usage 


restrictions such as compensating balances. Since June the 
Comm on has received many inquiries as to the form of 
disclo yntemplated by this rule and preliminary 

guidelines were drawn up and exposed in November 1972 
to inte ted groups. Comments received indicated a need 


for additional time both to improve guidelines and to 


develop procedures for implementation on the part of 


+ 


registrants, independent accountants and lending institu 
the Commission announced in Ac 
counting Series Release No. 136, dated January 11, 1973, 


a deferral of the effective date of this requirement 


tions. Accordit gly 


As th natter has been discussed and considered with the 
1SS ( »f industry and professional groups, it has be 
come apparent that certain amendments to the rules are 


require idequate information for investors as 


well as interpretations and guidelines. This release there- 
fore proposes revisions to Rules 5-02-1, 5-02-25, 5-02-29, 
5-02-30 and 5-02-32 of Regulation S-X and provides in 

terpretations and guidelines to facilitate understanding 
and implementation of the disclosure requirements relat- 
ing to restricted funds and the effective cost of borrow 


ing 


Reasons for Requirements 


Funds subject to withdrawal or usage restrictions often 
are a significant element in financial policy decisions of 
management. The existence of restrictions affects both the 
liquidity and the effective cost of borrowing of a firm 
Disclosure of such amounts and their effect on interest 
rates is necessary if the investor is to adequately appraise 
management's financial policies. 


Despite the importance of such restricted funds, and des- 
pite the general recognition in the financial community 




















e 














that such situations affect liquidity and the effective cost 
of borrowing, disclosure of the essential details of such 
arrangements has been infrequent. When disclosure has 
occured, the information supplied has generally been in 
sufficient to permit statement users to deal analytically 
with the subject. Lack of disclosure of amounts affecting 
effective liquidity such as compensating balances has been 
justified on the grounds that such arrangements were gen 
erally unwritten, informal and not subject to precise 
quantification. Failure to disclose the interest rate on 
short-term borrowings has been excused because rates on 
balances at the end of a period were not necessarily indi¢ 
ative of rates during the period or of future rates. Both 
these failures have precluded an accurate determination 
by investors of the effective cost of borrowing 


None of the reasons given are sufficient to support a 
policy of nondisclosure of situations which are recognized 
to be both real and significant. They do, however, sup 
port the need for rule changes and disclosure guidelines 
so that reasonably uniform and understood standards for 
disclosure can be applied. They also indicate that disclos 
ure must be based in many circumstances on reasonable 
estimates and that precision of measurement cannot be 
expected. 


B. PROPOSED AMENDMENTS TO REGULATION S-X 


The following amendments to Rules 5-02-1, 5-02-25, 
5-02-29, 5-02-30 and 5-02-32 (amendments underlined) 
are proposed. 


Rule 5-02-1. Cash and cash items. 


State separately (a) cash on hand and unrestricted de 


mand deposits; (b) deposits held as compensating bal 


and certificates of deposit (excluding amounts shown in 


(b) above); (d) funds subject to repayment on call o1 
immediately after the date of the balance sheet required 
to be filed; and (e) other funds, the amounts of which 
are Known to be subject to withdrawal or usage restric 
tions, e.g., special purpose funds. The general terms and 
nature of such repayment provisions in (d) and with 
drawal or usage restrictions in (e) shall be described in a 
note referred to herein. Funds included in (b) above that 





are maintained (i) under a formal agreement to assure 
future credit availability or (ii) under a formal long-term 
borrowing agreement requiring maintenance of such funds 
for a period greater than a year shall be separately dis- 
closed in the notes to the financial statements along with 
the amount and terms of such agreement. 




















Rule 5-02-25. Accounts and notes payable. 


(a) State separately amounts payable to (1) banks for 
creditors; (4) parents and subsidiaries; (5) other affiliates 
and other persons the investment in which are accounted 
for by the equity method; (6) underwriters, promoters, 


directors, officers, employees and principa 





nolders (oth 


than affiliates) of equity securities « 


f the person and it 
affiliates; and (7) others. Exclude from (6) amount for 
purchases from such person subject to usual trade terms 
for ordinary travel expenses, and for other such item 
arising in the ordinary course of business. With respect to 
(4) and (5), state separately in the registrant’s balance 


sheet the amounts which in the related consolidated bal 


ance sheet are (i) eliminated and (ii) not eliminated 

(b) The interest rate and terms (as well as formal prov 
sions for the extension of the term) of each category of 
short-term borrowing (items (a)(1) and (a)(2) above) ré 
flected on the balance sheet at the end of the period shall 
be disclosed along with the maximum amount of short 
term borrowings outstanding at any month end during 
the period In addition ivel ige sNnort-term borrowing 
outstanding during the year and the we ghted iver age 
terest rate for such short-term borrow ngs should be d 


closed in the notes to the financial statement toge ther 


t 


with the effective interest rate giving effect to compensat 
Ing Dalances and any otner Tees or cna ge ssociated with 
such short-term borrowing 

(c) The amount and terms of unused es of credit for 
short-term finan ng shall be disclosed the notes to the 
financial statement The im mnt TU t ne tT credit 
which support a commercial paper b ng arrangement 
or similar arrangements shall be parately identifie 
Rule 5-02-29. Bonds, mortgages and similar debt 

(a) State separately he ) ferred 
each issue or type of obligation and such inforn 
will indicate (see Rule 3-13 1) t jene f 
each type of debt including the t f intere 
date of maturity, or if maturing serially, a brief 
of the serial maturities, such 
1980 to 1990”: (3) if the payment of | 
est is contingent, an appropriate indication of 
tingency; (4) a brief indication of priority; (5) if 
vertible, the basis; and (6) the combined aqgqgreg yun 
of maturities and sinking fund requirements for a 1es 
each year for the five years following the date of the bal 
ance sheet. For amounts owed to affiliates, state separate 
ly in the registrant's balance sheet the amount I 
the related consolidated balanc heet are ( Y ited 


and (ii) not eliminated 


(b) The amount and terms of unused commitments for 
long-term financing arrangements that would be disclosed 
under this rule if used shall be disclosed in the notes to 
the financial statements 


Rule 5-02-30. Unamortized debt discount and premium 


The amounts applicable to debt issues under captions 
5-02-29, 31, 32 or 33 shall be deducted from or added to 
the face amounts of the issues under the particular cap 
tion either individually or in the aggregate, but if the 
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aggregate method is used the face amounts of the individ- 
ual issues and the applicable amortized discount or prem- 
ium shall be shown parenthetically or otherwise. The ef- 
fective interest rate of long-term debt under each caption 
after giving consideration to the impact of discounts, 
premiums, compensating balances, and charges related to 
debt issues shall be disclosed in the notes to the financial 
statements. 














Rule 5-02-32. Other long-term debt. 


(a) Include under this caption all amounts of long-term 
debt not provided for under captions 29(a) and 31 above. 
State separately amounts payable to (1) persons specified 
in captions 25(a)(1), (2) and (5); and (2) others, specify- 
ing any material item. Indicate the extent that the debt is 
collateralized. Show here, or in a note referred to herein, 
the information rec.'ired under caption 29. 


(b) The amount and terms of unused commitments for 


long-term financing arrangements not provided for under 


caption 29(b) above shall be disclosed in the notes to the 
financial statements. 





C. GUIDELINES AND INTERPRETATIONS 
Guidelines and interpretations are presented below to 
facilitate understanding and application of the revised 


rules as proposed. 


Compensating Balances 


Rule 5-02-1 has been expanded to require a separate state- 


ment of compensating balances in order to avoid com- 
mingling of such balances with other funds having differ- 
ent liquidity characteristics and bearing little or no rela- 
tionship to borrowing arrangements. It also requires foot- 
note disclosure distinguishing the amounts of such bal- 
ances required to be maintained by a formal long-term 
borrowing arrangement for a period greater than a year 
While these rule changes eliminate certain inconsistencies 
previously noted, several questions have been asked indi- 
cating considerable uncertainty in the application of any 
rule relating to compensating balances. Accordingly, the 
Commission has concluded that it would be beneficial to 
registrants to publish the following guidelines. 


Definition 


For purposes of this requirement, a compensating balance 
is defined as that portion of any demand deposit (or any 
time deposit or certificate of deposit) maintained by a 
corporation (or by any other person on behalf of the 
corporation) which either formally or informally is re- 
quired in order to support existing borrowing arrange- 
ments of the corporation (or any other person) with a 
lending institution. Such arrangements would include both 
outstanding borrowings and the assurance of future credit 
availability. 
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Form of Disclosure 





The manner of disclosure cannot be specified with preci- 
sion since it will vary according to the factual situation 
involved. The rule calls for separate statement of com- 
pensating balances. Such statement in most cases will in- 
volve segregation on the face of the balance sheet, but 
there are some circumstances in which this will not be 
the most meaningful presentation and footnote disclosure 
will be preferable. 


In general, when the terms of the compensating balance 
arrangement are formal and are described in connection 
with the terms of a particular lending agreement, balance 
sheet segregation is appropriate. Such arrangements can 
be regarded as formal even though they are not reduced 
to writing if fixed amounts have been explicitly agreed 
upon by both parties involved. Examples of formal ar- 
rangements would include situations where a certificate of 
deposit must be held while a loan is outstanding or where 
a minimum balance must be maintained at all times while 
credit is extended or available. The fact that balances are 
legally subject to withdrawal would not be the determin- 
ing factor in deciding what disclosure practice should be 
followed. However, an arrangement where the balance re- 
quired was expressed as an average might lead to footnote 
disclosure since the cash balance at the balance sheet date 
might bear no relationship to the requirement. Footnote 
disclosure generally should be sufficient when arrange- 
ments are informal. 


en 








The extent of disclosure required will also depend on the | 
circumstances, but a general statement that such arrange- 
ments exist will not be satisfactory. In most cases, the 
terms of the arrangement should be described and the 
amount of the compensating balance disclosed. This 
should be expressed as an average balance where the 
amount at the close of the reporting period is significant- 
ly different from the average balance held during the 
period. Disclosure of a range rather than a single valued 
amount may be desirable if a single figure does not ef- 
fectively reflect the situation. Disclosure may also include 
a statement, if appropriate, that the amounts are legally 
subject to withdrawal with or without sanctions, as ap- 
plicable. If many banks are involved, the disclosure should 
summarize the most common arrangements and aggregate 
the compensating balances involved. 


If arrangements requiring maintenance of compensating 
balances during the year were materially different than 
those at year end, that fact should be disclosed. The full 
impact of compensating balances on the effective cost of 
bank, commercial paper and other financing should be re- 
flected and related to interest rates disclosed. 






Where a company is not in compliance with a formal 
compensating balance arrangement, that fact generally 
should be disclosed along with stated or possible sanc- 
tions. If the arrangement is informal, however, and the 
bank has given no indication of applying sanctions to en- 













ne 


it- 


yuld 
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force it, disclosure of lack of compliance ordinarily would 
not be necessary. 


In determining whether compensating balance arrange- 
ments are sufficiently material to require segregation or 
disclosure, various factors should be considered. Among 
these may be the relationship of the amount of the bal- 
ances to total cash, total liquid assets and net working 
capital, and the impact of the balances on the effective 
rate of financing. In the usual case, compensating balances 
which in the aggregate amount to more than 15 percent 
of liquid assets (current cash balances, restricted and un- 
restricted, plus marketable securities) would be considered 
to be material. Lesser amounts may be material if they 
represent a high percentage of cash balances or if they 
have a significant impact on the cost of financing. 


Compensating balances maintained for the benefit of af- 
filiates, officers, directors or principal stockholders may 
be of particular significance to investors. Separate disclos- 
ure of such items may be required under other Commis- 
sion rules and regulations even if they are not individually 
of a magnitude such that they would meet the materiality 
guidelines set forth above. 


Measurement Problems 


A number of problems arise in the process of measuring 
the amount of compensating balances and the effect of 
such amounts on the effective cost of borrowing. It is 
recognized that precision of measurement may not be 
practicable, but that fact should not limit the disclosure 
of material arrangements. Since several of the problems of 
measurement occur frequently, and since it is desirable 
that they be similarly solved to assure uniformity of prac- 
tice among companies, the following guidelines have been 
developed to assist registrants. It is recognized that every 
situation cannot be anticipated, and the need for judg- 
ment on the part of registrants and their auditors cannot 
and should not be avoided. 


1. Minimum operating balance. — A\\ corporations re- 


quire some minimum amount of cash on which to operate. 


The amount will depend upon the extent of seasonal and 
random fluctuations in short-term cash demand as well as 
management judgment regarding necessary safety factors. 
It has been argued that, in those cases where part of the 
compensating balance reflects funds that would be held 
anyway as a minimum operating balance, such funds 
should be subtracted from compensating balances since 
the maintenance of such a compensating balance has no 
incremental cost to the borrower. For purposes of these 
disclosure requirements, such a subtraction is not appro- 
priate. Not only is the measurement of such minimum 
operating balances highly subjective, but the concept of 
subtraction implies that the compensating balance is of 
secondary importance and this is by no means apparent. 
It would be equally reasonable to contend that operating 
funds are free of cost because compensating balances 
must be maintained. It is permissible, however, for com- 


panies to supplement disclosure with statements regarding 
the dual purpose of such amounts and their estimates of 
the impact of operating cash requirements on the incre 
mental cost of compensating balance arrangements. 


2. Float. — The balance shown on the bank’s ledgers 
and the company’s books will differ due to delays in pre 
sentment of checks and deposits in transit. In addition, 
some amounts included in the bank ledger figure may in 
clude funds subject to collection which may not be con 
sidered as meeting compensating balance requirements 
These factors complicate the calculation of the amount 
of compensating balance to be disclosed both conceptual 
ly and empirically. The compensating balance arrange 
ments negotiated between a company and its bank are 
normally expressed in terms of the collected bank ledger 
balance, but the financial statements are presented on the 
basis of the company’s books. In order to make the dis 
closure of compensating balance amounts consistent with 
the amounts reflected in the financial statements, the bal 
lance figure agreed upon by the bank and the company 
should be adjusted by the estimated average net ‘float’ 
so that the disclosed amount will relate to the book fig 
ure. In computing the impact on the effective cost of 
financing, however, the bank ledger figure may be the 
more appropriate one depending on the facts of the case 
The calculation of “‘float’’ also presents problems of esti 
mation since neither banks nor companies routinely com 
pute this figure with precision. A reasonable estimate 
based on the information management uses to manage its 
bank relationships will be satisfactory 


3. Compensation for other bank services. Balances are 
maintained not only in connection with financing arrange 
ments but also to compensate the bank for its account 
handling function and in some cases to pay for other ser 
vices such as lock boxes and account reconcilement. Bal 
ances maintained for these purposes should not be in 
cluded in the disclosed compensating balances and would 
not be construed as special funds per 5-02-1(e) since such 
funds are available for use upon payment of a service 
charge and would not affect the cost of borrowing. If a 
bank allows balances to serve both purposes, the balances 
should be considered as a compensating balance for the 
purposes of computing the effective interest rate and 
should be disclosed in accordance with 5-02-1(b) when 
maintained under a formal arrangement. Supplemental 
disclosure by companies of the dual purpose of such 
amounts and their estimate of the impact on the incre 
mental cost of compensating balance arrangements is 
permissible. 


4. Prior periods. — \n general, compensating balance 
arrangements and their impact on the financial statements 
should only be disclosed for the latest fiscal year and later 
interim period for which statements are presented. If the 
terms of the arrangements require balance sheet segrega- 
tion, however, this should be reflected in all balance sheets 
presented. In addition, if the change in the arrangements 
from one period to the next is so great as to constitute a 
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fact of unusual significance to the investor in appraising 
the company, the change should be disclosed. 


Special Purpose Funds 


Rule 5-02-1 requires the disclosure of ‘‘other funds, the 
amounts of which are known to be subject to withdrawal 
or usage restrictions.’ Restrictions on the use of funds 
may include contracts entered into with others or com 
pany statements of intention with regard to particular 
deposits. Examples of the former might be letters of 
credit and escrow accounts. Examples of the latter are 
cash balances set aside for use in a capital expenditure 
program or to meet a particular debt obligation when it 
comes due. Cash balances related to statements of inten 
tion should only be segregated when particular deposits 
or balances have been earmarked for such special purposes. 
Board approval of a capital budget calling for the expend 
iture of certain amounts would not be the basis for segre 
gation unless the specific amounts of cash to be spent are 


identified and set aside 
Funds Maintained for Future Credit Availability 


Rule 5-02-1 requires disclosure of any funds maintained 
under a formal agreement for the purpose of assuring 
future credit availability. These funds would be included 
aS part of compensating balances disclosed separately on 
the balance sheet in accordance with Rule 5-02-1(b) and 
this requirement contemplates separate disclosure of such 
amounts and the related terms in the notes to the finan 
cial statements. Such disclosure will be required even if 
such funds are not subject to withdrawal restrictions 
While such funds would not affect the effective cost of 
existing borrowings, their disclosure provides important 
and useful information to the investor about management 
policies regarding liquidity and future financing. 


Commercial Paper 


Rule 5-02-25 has been expanded to provide needed infor 
mation to the investor regarding borrowing policies and 
their effective cost. The separate statement of commercial 
paper outstanding is a recognition of the increasing im 
portance of this form of short-term borrowing in corpo 
rate financial management. Commercial paper represents 
short-term unsecured notes issued for cash by the corpora- 
tion, generally supported in whole or part by outstanding 
lines of credit extended by financial institutions. 


Commercial paper should be classified as a current liability 
even though the issuer’s intention is to roll over such debt 
at its maturity. The fact that an issuer has both financial 
strength and a past borrowing record such that sale of 
new paper appears reasonably assured does not constitute 
a basis for long-term classification, since the power to 
terminate the credit remains with the creditor. Only (1) 
when a borrower has a noncancelable binding formal 
agreement from a creditor to refinance the paper at sub- 
stantially the same terms and (2) when the refinancing 
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extends the maturity date beyond one year or the cur 
rent operating cycle of the business (whichever is longer) 
and (3) when the borrower's intention is to exercise this 
right, should borrowings under such an agreement be 
shown as a long-term liability (along with disclosure of 
the above facts) 


Unused Lines of Credit or Commitments 


Rules 5-02-25, 5-02-29 and 5-02-32 also call for the dis- 

closure of the amount and terms of unused lines of credit 
and commitments. This will provide the investor with use 
ful information regarding future liquidity and borrowing 

potential 


Unused lines disclosed as ‘‘backstopping’’ commercial 
paper should include only usable lines. For this purpose 
usable lines are construed to be total lines used to “‘back 
stop’’ commercial paper less lines needed to meet ‘‘clean 
up’ provisions of a borrowing arrangement. Such provi 
sions require borrowers to retire credit extended at a 
bank or banks at some specified interval for a specified 
period. Total lines outstanding are therefore not neces 
sarily a measure of the total credit available on a con 
tinuing basis 


Rules 5-02-29 and 5-02-32 would include disclosure of 
commitments such as standby commitments, commit 

ments for future disbursements, and unused revolving 
credits maturing after one year 


Effective Cost of Borrowing 


Rules 5-02-25 and 5-02-30 now require the disclosure of 
the effective cost of borrowing and 5-02-25 provides for 
the disclosure of relevant information concerning annual 
interest charges related to short-term borrowings. Com 
pensating balances should be included in the effective in- 
terest rate computation even if such amounts are not 
segregated or otherwise disclosed due to their immateri- 
ality relative to total liquid assets as discussed in com- 
pensating balance guidelines given earlier in this release 


Responsibilities 


The registrant is responsible fer computing the effective 
interest rate and preparing financial statement disclosure 
of such effective interest rate, short-term interest rates, 
compensating balances, unused lines of credit, commercial 
paper and other disclosures as specified in these rules and 
guidelines. The independent accountant has the responsi- 
bility of satisfying himself that the disclosure is adequate 
When arrangements such as compensating balances and 
unused lines of credit exist, the computation would be 
facilitated and more readily substantiated if the borrower 
sets forth the basis of the mutual understanding in a let- 
ter which he sends to the lender (or potential lender) with 
a request for confirmation 
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The proposed amendments to Regulation S-X would be 
adopted pursuant to authority conferred on the Commis 
sion by the Securities Act of 1933, particularly Sections 
6, 7, 8, 10 and 19(a) thereof; the Securities Exchange 

Act of 1934, particularly Sections 12, 13, 15(d) and 23(a) 
thereof; the Public Utility Holding Company Act of 1935, 
particularly Sections 5(b), 14 and 20(a) thereof; and the 
Investment Company Act of 1940, particularly Sections 

8, 30, 31(c) and 38(a) thereof. 


The Commission has issued these proposed rule changes 
and guidelines to clarify and provide guidance for com- 
pliance with the objectives of disclosure of restricted 
funds and the effective cost of borrowing. All interested 
persons are invited to submit their views and comments 
with respect to the foregoing proposals to amend Rules 
5-02-1, 5-02-18, 5-02-25 and 5-02-30 and with respectto 
associated guidelines and interpretations set forth therein 
on or before June 15, 1973. All such views and comments 
should be submitted to the Secretary, Securities and Ex 
change Commission, Washington, D.C. 20549. Such com 
munications should refer to File No. S7-481. All such 
communications will be available for public inspection. 


Accounting Series Release No. 136 (January 11, 1973) 
provided notification of the adoption of an amendment 

to Regulation S-X deferring the effective date of Rule 
5-02-1 as it relates to disclosure of compensating balances 
This release amends Rule 5-02-1 to defer for sixty days 
the date after which disclosure will be required on interim 
date balance sheets. The text of the amended rule follows 
(change is underlined): 


Rule 5-02-1. Cash and cash items 


State separately (a) cash on hand and demand deposits: 
(b) funds subject to repayment on call or immediately 
after the date of the balance sheet required to be filed; (c) 
time deposits; and (d) other funds, the amounts of which 
are known to be subject to withdrawal or usage restric- 
tions, e.g., as Compensating balances or special purpose 
funds. The general terms and nature of such repayment 
provisions and withdrawal or usage restrictions shall be 
described in a note referred to herein. Funds subject to 
withdrawal or usage restrictions shall not be included 
under this caption unless they are reasonably expected to 
become available for current operations within one year 
The requirement of this paragraph relating to disclosure 
of compensating balances is effective for financial state 
ments covering periods beginning on or after December 
30, 1972, but in no event shall such disclosure be re- 
quired for financial statements filed prior to August 31, 
1973. 


* * * 


By the Commission. 


Ronald F. Hunt 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10088/April 9, 1973 


ADOPTION OF AMENDMENT TO RULE 


THE SECURITIES EXCHANGE ACT OF 


10b-2 UNDER 
1934 


The Securities and Exchange Commission today an 
nounced the adoption of an amendment to paragraph (c) 
of Rule 10b-2 under the Securities Exchange Act of 1934 


(‘Exchange Act’) 


On January 8, 1973 


n Securities Ex 


change Act Release No. 9926, the Commission proposed 
to amend paragraph (c) of Rule 10b-2. It 
the comments and suggestions received in 
proposal and now amends the rule as set 


has considered 
response to the 


forth below 


Rule 10b-2 is essentially an anti-manipulative rule, the 


basic purpose of which is to prevent persons 
in the distribution of a security from stimulat 


chase of securities of the issuer on a nati 


exchange by paying compensation to any 
soliciting such purchases other than for the account of 


the person paying the compensation 


Paragraph (c) of the Rule 


which is being 


vides an exception from the Rule whict 


permit the ordinary activity 
employed by brokers and dealers whose 


the solicitation 


sale of 


securities 


” execution of orders for 
to the 


extended only to persons 


Prior 


and comper 


amendment 


paid on a salary 


sult of changes in the pattern of compe: 


securities markets, and because the distinct 


purpose between compensation or 


commission basis is artific 


purpose, the amendment would permit the payn t of 
compensation to such employees f such compensa ) 
represents only ordinary compensatior 1 either in th 
form of salary or the usual and customary comm 

paid to such person for the discharge of his du he 
regular course of his employment 

Because the effect of the above described amendment 
would be to relax certain of the requirements of the Secu 
rities Exchange Act of 1934, the Commission finds that 
for good cause the notice and procedure specified in the 
Administrative Procedure Act, 5 U.S.C. 553, is unneces 


al and no longer 


participating 


ng the pur 
t 


yal secur es 


person for 


mmended pro 


; designed to 
sation of pe ) 
dut ( ( 

th nurct 

} 
} xem 
A 
) A 
t! 
f 
or tl 

V ) and 

erve efu 


sary, and accordingly it adopts Rule 10b-2 effective 


April 9, 1973 


Text of Amendment of Rule 10b-2 


Subparagraph (c) of Rule 10b-2 is amended to read as 


follows 


(c) The provisions of this rule shall not apply with re 
spect to any compensation paid or offered or agreed to 
be paid by a broker or dealer to any person regularly 
employed by him whose ordinary duties include the 
solicitation or execution of orders for the purchase or 


sale of securities, 


if such compensation represents only 


ordinary compensation either in the form of salary or 
the usual and customary commissions paid to such per 
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son for the discharge by such person of such duties in 
the regular course of his employment. 


By the Commission. 


Ronald F. Hunt 
Secretary 


TSuch compensation could not exceed the usual or cus 
tomary compensation payable for regular solicitation or 
execution of brokerage transactions involving similar 
quantities of the securities at the same price and not as 
part of a distribution 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10089/April 9, 1973 


Admin. Proc. File No. 3-3045 
In the Matter of 


ROBERT MILLER GARRARD 
doing business as 

ROBERT M. GARRARD & CO. 
925 North Michigan 

Saginaw, Michigan 


(8-13779) 
GARRARD & CO. 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In this broker-dealer proceeding under the Securities Ex- 
change Act (‘Exchange Act’’), Robert Miller Garrard, do 
ing business as Robert M. Garrard & Co. (‘registrant’), 

a registered broker-dealer, and Garrard & Co. (‘“G Co.”’), 
a Michigan corporation of which Garrard is president, 
submitted an offer of settlement. Respondents, solely for 
the purpose of this and any other proceeding pursuant to 
Sections 15(b), 15A and 19(a) of the Exchange Act and 
Section 203(e) of the Investment Advisers Act, and with- 
out admitting or denying the allegations in the order for 
proceedings, consent to findings of willful violations as 
alleged in that order and to the imposition of certain 
sanctions. 


After due consideration of the offer of settlement and 
upon the recommendation of its staff, the Commission 
determined to accept the offer. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that: 


1. During the period from about June 4, 1968 to March 
1, 1971, registrant willfully violated the anti-fraud provi- 
sions of Section 17(a) of the Securities Act and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder in 
that he sold securities to customers at excessive and un- 
reasonable prices and derived secret profits from such 
transactions. 
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2. During the period from about June 1, 1970 to May 
27, 1971, G Co., willfully aided and abetted by registrant, 
willfully violated Section 15(a) of the Exchange Act by 
engaging in the securities business as a broker-dealer with- 
out having registered with the Commission as required. 


3. Registrant and G Co. willfully violated Section 15(c)(3) 
of the Exchange Act and Rules 15c3-1 and 15c3-2 there- 
under in that, from about October 1, 1970 to May 27, 
1971, they effected transactions in securities when their 
aggregate indebtedness to all other persons exceeded 
2000% of their net capital, and, from about March 20, 
1968 to May 27, 1971, used funds arising out of free 
credit balances carried for the accounts of customers but 
failed to give such customers the required written notice 
that the funds were not segregated and might be used in 
the business operations of registrant and of G Co., and 
that the funds were payable to the customers on demand. 


4. During the period from about October 1, 1970 to 
May 27, 1971, registrant and G Co. willfully violated Sec 
tion 7(c)(1) of the Exchange Act and Regulation T pro- 
mulgated thereunder by the Board of Governors of the 
Federal Reserve System, in that they failed promptly to 
cancel or otherwise liquidate the transactions of custom- 
ers who purchased securities in special cash accounts and 
did not make full cash payment within 7 business days. 


5. During the period from about June 1, 1968 through 
December 31, 1969, registrant willfully violated Section 
15(c)(1) of the Exchange Act and Rule 15c1-4 there- 
under in that he effected securities transactions with and 
for the accounts of customers without giving or sending 
to them, at or before the completion of each transaction, 
a written confirmation correctly disclosing the capacity 
in which he acted. 


6. During the period from about March 20, 1968 to May 


27, 1971, registrant, willfully aided and abetted by G Co., 


willfully violated Section 17(a) of the Exchange Act and 
Rules 17a-3 and 17a-4 thereunder in that he failed to 
make accurately, keep current and preserve certain books 
and records. Registrant also willfully violated Rule 17a-5 
under that Section in that he failed to file his 1970 re- 
port of financial condition within the required time. 


The offer of settlement provides that registrant’s broker- 
dealer registration may be revoked, and that he and G 
Co. may be barred from association with any broker- 
dealer, except that, after one year, Garrard may apply to 
become so associated in a supervised capacity upon an 
appropriate showing that he will be adequately super- 
vised. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of settlement. 


Accordingly, |1T |S ORDERED that the registration as a 
broker and dealer of Robert Miller Garrard, doing busi- 
ness as Robert M. Garrard & Co., be, and it hereby is, 
revoked; and that Robert Miller Garrard and Garrard & 
Co. be, and they hereby are, barred from being associated 
with any broker or dealer, except that, after one year, 
Garrard may apply to become so associated in a super- 
vised capacity upon an appropriate showing of adequate 
supervision. 
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For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10090/April 9, 1973 
INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 370/April 9, 1973 


Admin. Proc. File No. 3-3351 
In the Matter of 


WILLIAM SWEDLOW 
5 Marconi Street 
Tenafly, New Jersey 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


William Swedlow, a respondent in these proceedings under 
the Securities Exchange Act (‘‘Exchange Act’’) and the 
Investment Advisers Act (‘‘Advisers Act’’), has made an 
offer of settlement. Swedlow was formerly comptroller of 
a corporation that was a registered broker-dealer under 
the Exchange Act and was also registered under the Ad- 
visers Act as an investment adviser. Solely for purposes of 
settlement and without admitting or denying the allega- 
tions in the order for proceedings, Swedlow has consented 
to certain findings of misconduct and to the entry of an 
order imposing specified remedial sanctions. 


On its staff’s recommendation, the Commission has found 
Swediow’s offer acceptable. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that at various times between Jan- 
uary 1968 and March 1971 Swedlow willfully violated or 
willfully aided and abetted violations of: 1 


1. Sections 5(a) and 5(c) of the Securities Act of 1933, 
in that he offered and sold an investment contract dis- 
tributed by his employer for which no registration state- 
ment under the Securities Act was filed or in effect; 


2. Section 17(a) of the Securities Act, Section 10(b) of 
the Exchange Act and Section 206 of the Advisers Act, 
and Rules 10b-5 and 206(4)-1 thereunder, in that he 
made false and misleading statements with respect to the 
use of the proceeds derived from the sale of the afore- 
mentioned securities; 


3. Sections 8(c) and 15(c) of the Exchange Act and Rules 
8c-1(a) and 15c2-1 thereunder in connection with the 
hypothecation and the arranging for and permitting the 
continued hypothecation of securities carried for custoin- 
ers’ accounts under circumstances permitting such securi- 
ties to be hypothecated and subject to liens of pledgees 
for a sum in excess of the aggregate indebtedness of all 
customers in respect of such securities; 
















































4. Section 15(c)(3) of the Exchange Act and Rules 15c3-1 
and 15c3-2 thereunder in connection with effecting securi- 
ties transactions when registrant’s aggregate indebtedness 
exceeded 2,000 percent of its net capital and failing to 
notify customers that the free credit balance in their 
accounts were not segregated, were being used in the 
operation of registrant’s business, and were payable to the 
customers on demand; 


5. Section 15(c)(1) of the Exchange Act and Rule 15c1-4 
thereunder, in that customers were not given written noti- 
fication at or before the completion of each transaction 
showing the amount and source of all commissions and 
other remuneration received or to be received in connec 
tion with each transaction; and 


6. Section 17(a) of the Exchange Act and Rules 17a-3 
and 17a-4 thereunder, with respect to the failure accurate- 
ly to make, keep current and preserve certain required 
books and records. 


Swedilow’s offer of settlement provides that he may be 
suspended from association with any broker, dealer, in- 
vestment company or investment adviser for six months 
and that for twelve months thereafter he may become so 
associated only in a capacity found by the Commission 
to be non-proprietary, non-supervisory, and adequately 
supervised. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of settlement 


Accordingly, 1T IS ORDERED that, as provided above, 
William Swedlow be, and he hereby is, suspended from 
association with any broker, dealer, investment company 
or investment adviser. Such suspension is to commence 
with the opening of business on April 16, 1973. 


For the Commission, by the Office of Opinions and Re 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1These findings bind only Swediow. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10091/April 9, 1973 


Admin. Proc. File No. 3-3132 
In the Matter of 


NEIL PACE 
Sherwood Court 
Alpine, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings pursuant to Sections 15(b) and 15A 
of the Securities Exchange Act of 1934, Neil Pace, who 
was president of Dover Securities Corp. (‘registrant’), 
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then a registered broker-dealer, | submitted an offer of 
settlement. Under the terms of the offer, respondent, 
without admitting or denying the allegations of the order 
for proceedings, consented to certain findings with respect 
to violations alleged in that order and to the imposition 
of specified sanctions. 


After due consideration of the offer of settlement and 
upon the recommendation of its staff, the Commission 
determined to accept the offer. 


On the basis of the order for proceedings, the offer of 
settlement and, with respondent's consent, certain in- 
vestigative materials, it is found that: 2 


1. From about July 1970 to July 14, 1971, when these 
proceedings were instituted, respondent willfully violated 
Sections 5(a) and 5(c) of the Securities Act of 1933 in 
that he offered, sold and delivered shares of the common 
stocks of Pollution Research and Control Corp. and Tech- 
nology Associates, Inc. when no registration statements 
had been filed or were in effect as to such securities pur- 
suant to that Act. 


2. Respondent willfully aided and abetted violations of 
Section 15(c)(2) of the Exchange Act and Rule 15c2-4 
thereunder in that while participating in a distribution of 
Pollution Research stock on an “‘all or none”’ basis, regis- 
trant failed promptly to deposit all the money received 

in payment for such securities in a separate bank account, 
as agent or trustee for the persons who had the beneficial 
nterests therein. 


3. From about October 28, 1970 to July 14, 1971, re- 
spondent willfully violated Section 17(a) of the Securities 
Act in that he offered and sold the speculative, unsea- 
soned securities of Technology through the use of inten- 
sive mail solicitation to persons with whom he was un- 
acquainted and without knowledge of their investment 
needs or objectives, and mailed confirmations of sales of 
such stock to persons who had not placed orders for or 
given indications of interest in such stock. 


4. From about July 1970 to January 11, 1971, respond- 
ent willfully aided and abetted violations of Section 
15(c)(3) of the Exchange Act and Rule 15c3-1 thereunder 
in that registrant effected securities transactions when its 
aggregate indebtedness to all other persons exceeded 
2,000% of its net capital. 


5. From about January 1 to July 14, 1971, respondent 
willfully aided and abetted violations of Section 17(a) of 
the Exchange Act and Rule 17a-3 thereunder in that reg- 
istrant failed to accurately make and keep current cer- 
tain books and records. 


6. Respondent failed to exercise reasonable supervision 
with a view to preventing the above violations. 


The offer of settlement provides that respondent may be 
suspended for a period of 90 days from association with 
any broker-dealer, investment adviser or investment com- 
pany, and may be barred thereafter until October 31, 
1974 from serving without prior Commission approval as 
an officer or director of or supervisor for the firm by 
which he is currently employed. Respondent agrees to 
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dispose of any salaries, commissions, dividends or other 

compensation which may become due or owing to him 

during the 90-day suspension period in a manner accept- 
able to the Commission. 


Under all the circumstances, it is appropriate in the pub- 
lic interest to impose the sanctions specified in the offer 
of settlement. 


Accordingly, 1T IS ORDERED that Neil Pace be, and he 
hereby is, suspended for a period of 90 days from being 
associated with any broker or dealer, investment adviser 
or investment company, supject to his undertaking as set 
forth above, and barred thereafter until October 31, 1974 
from serving, without prior Commission approval, as an 
officer or director of or supervisor for his present em 
ployer. The suspension shall commence on the day fol- 
lowing the date of this order. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


10n December 6, 1971, an order revoking the broker- 
dealer registration of registrant, a respondent in these pro- 
ceedings, was entered upon its default. Securities Exchange 
Act Release No. 9407. 


2The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10092, April 9, 1973 


The SEC has issued an order for public administrative 
proceedings against Cinarles Plohn & Co. (‘‘Registrant’’), 
Charles Plohn, Sr. (‘‘Plohn’’), principal general partner of 
registrant, Edward C. Jaegerman (‘‘Jaegerman’’), managing 
partner of registrant during 1969 and 1970, and Steven 
Gutman (“Gutman”), firm co-ordinator of registrant, for 
alleged violations of the hypothecation and anti-fraud pro- 
visions of the Federal securities laws. It is alleged among 
other things, that registrant, Plohn, Jaegerman and Gut- 
man failed to disclose registrant’s adverse financial con- 
dition, registrant’s appropriated for its own use and ben- 
efit customer’s fully paid for securities and excess margin 
securities without disclosing this to customers, failed to 
disclose to customers that firm bank loans were secured 
by fully paid for securities and excess margin securities 
for values in excess of customer debit balances and upon 
payment of debit balance registrant did not remove such 
customer's securities from such liens and that registrant 
sold dividends belonging to registrant's customers and 
other broker-dealers. In addition, registrant and Jaeger- 
man were alleged to have prepared and distributed a 
favorable report to customers and required and encour- 
aged branch managers and registered representatives to 
solicit orders from customers on Clinton Oil stock with- 
out disclosing that Jaegerman, while managing partner of 
registrant had a substantial financial interest in Clinton 
Oil Co. 




















A hearing will be scheduled by further order to take evid- 
ence on the staff allegations and to afford the respond- 
ents an opportunity to offer any defense thereto for the 
purpose of determining whether the allegations are true 
and if so, what if any action of a remedial nature should 
be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10093/April 10, 1973 


SUSPENSION OF PARAGRAPH (m) OF RULE 15c3-3 
UNDER THE SECURITIES EXCHANGE ACT OF 1934 
WITH RESPECT TO EXEMPTED SECURITIES CON- 
TINUED INDEFINITELY 


On January 30, 1973, in Securities Exchange Act Release 
No. 9974, the Commission suspended the operation of 
paragraph (m) of Rule 15c3-3 under the Securities Ex- 
change Act of 1934 as to sell orders for exempted securi- 
ties (e.g., U.S. government and municipal obligations) 
until March 1, 1973 1 and requested the comments of 
interested persons regarding the operational problems en- 
countered by customers in making deliveries of exempted 
securities within the designated time frame of paragraph 
(m). The Commission has carefully considered the com- 


ments received and has determined that due to representa- 


tions made concerning possible operational hardships that 
may result from attempts to buy-in exempted securities, 
particularly municipal obligations, the Commission will 
continue the suspension of paragraph (m) with respect to 
exempted securities for an indefinite period. 


The Commission has been advised that primarily because 
of the very thin floating supply and numerous serial 
maturities of municipal obligations such securities may be 
difficult to buy-in and very often contracts to purchase 
such obligations may remain failing for long periods of 
time. 


The Commission believes that the failure or inability of 
customers, whether they be public customers, financial 
institutions or banks, and broker-dealers to make timely 
delivery of such obligations is a problem requiring the 
Commission's continuing attention, particularly in light of 
the obligations of SIPC to complete the open contractual 
commitments of insolvent broker-dealers in which a cus- 
tomer has an interest and in light of the Commission’s de- 
sire to improve the processing of securities transactions. 
The Commission believes that the problem requires furth- 
er study before any final conclusions and determinations 
can be made. Therefore, the Commission has today sent 

a letter to all registered national securities exchanges and 
the National Association of Securities Dealers, Inc. 


(NASD) requesting them to adopt procedures for monitor- 


ing failing contracts and open transactions in exempted 
securities of both customers and broker-dealers and the 
methods by which such contracts and transactions are 
closed out. 


The indefinite suspension of paragraph (m) with regard to 
exempted securities relieves a restriction within the mean- 
ing of 5 USC 553(d) and is effective immediately. 








The following is the text of the letter sent to all regis- 
tered national securities exchanges and the NASD 


To Presidents of Self-Regulatory Organizations: 


On January 30, 1973, in Exchange Act Release No. 
9974, the Commission suspended the buy-in provision 
found in paragraph (m) of Rule 15c3-3 with respect to 
exempted securities until March 1, 1973 and requested 
comments from interested parties regarding the opera 
tional problems encountered by customers in making de- 
liveries of exempted securities within the designated time 
frame of paragraph (m). In Exchange Act Release No. 
10020, the Commission continued that suspension until 
April 10, 1973 and today has determined to continue the 
suspension until further notice. It has been represented to 
the Commission that the market in exempted securities, 
particularly municipals, is such that it is difficult to buy- 
in customers who fail to make timely delivery of their 
securities to a broker-dealer after sale. There are limited 
statistics as to the nature and extent of failing contracts 
and open transactions in exempted securities and the 
manner in which those failing contracts and transactions 
are eventually settled or closed out. 


In order for the Commission to evaluate the extent of 
the problems associated with the failure of customers, 
financial institutions, banks, exempt dealers or broker 
dealers to make timely settlements of exempted securities 
to fulfill the Commission’s obligation to insure the ex 
peditious processing of securities transactions, the Com 
mission requests your organization to adopt procedures 
for monitoring such failing contracts and open transac 
tions. It is suggested that the information regarding ex 
empted securities should include the number of such fail 
ing contracts and open transactions in exempted securities 
and the dollar amount thereof whether due to or from 
customers, financial institutions, banks, exempt dealers or 
broker-dealers. The monitored data should also indicate 
the manner in which such transactions and contracts are 
eventually closed out. Such failing contracts and transac 
tions should be aged to indicate those which have not 
been settled within 10 business days after settlement date 
and those which have not been settled within 30 calendar 
days after settlement date. 


As this matter is of importance in the performance of the 
Commission’s obligations under the federal securities laws 
to protect the integrity of customers’ funds and securities 
and of the SIPC Fund and to improve the processing of 
securities transactions, we would appreciate it if you 
would act promptly to adopt such procedures. 


If you have any further questions on this matter, please 
do not hesitate to contact us. 


Sincerely, 


Lee A. Pickard 
Director 


By the Commission. 





Ronald F. Hunt 
Secretary 
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1The suspension was continued until April 10, 1973 
(See Securities Exchange Act Release No. 10020, March 
1, 1973). 


2Broker-dealers are reminded that paragraph (m) re- 
mains in effect as to the sale transactions by all customers 


with regard to all securities other than exempted securities. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10094/April 10, 1973 


Admin. Proc. File No. 3-2869 
In the Matter of 


NEWPORT SECURITIES CORP. 
1617 Westcliff Drive 

Newport Beach, California 
(8-14255) 


A. GURDON WOLFSON 
MARTIN SUSSON 
ROY O. DAWSON 


NOTICE THAT INITIAL DECISION HAS 
BECOME FINAL 


In these broker-dealer proceedings under the Securities 
Exchange Act, no petition for review of the administra- 
tive law judge’s initial decision has been filed with respect 
to the above-captioned respondents. The time for filing 
any such petition has expired, and the Commission has 
not determined to review the issues with respect to those 
respondents on its own initiative 


Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge with re- 
spect to Newport Securities Corp., A. Gurdon Wolfson, 
Martin Susson and Roy O. Dawson has become the fina! 
decision of the Commission. The order contained in that 
decision revoking Newport's broker-dealer registration, ex- 
pelling it from membership in the National Association of 
Securities Dealers, Inc., and barring Wolfson, Susson and 
Dawson from association with any broker-dealer is hereby 
declared effective. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10095/April 10, 1973 


Admin. Proc. File No. 3-3811 


In the Matter of 






WALTER JACK SPIEGEL 
2055 Center Avenue 
Fort Lee, New Jersey 
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FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings pursuant to Sections 15(b), 15A and 
19(a)(3) of the Securities Exchange Act, Walter Jack 
Spiegel, who during the relevant period was employed as 
a trader by a registered broker-dealer, has submitted an 
offer of settlement in which, without admitting or deny- 
ing the allegations contained in the order for proceedings 
and solely for the purpose of settling these proceedings, 
he consented to findings of willful violations as alleged 
in the order for proceedings and to issuance of an order 
suspending him from association with any broker-dealer, 
investment company or investment adviser for a period of 
90 days. 


The Commission, after due consideration and upon the 
recommendation of its staff, determined to accept the 
offer. 1 


On the basis of the offer of settlement and the order for 
proceedings it is found that during March 1971 Spiegel 
willfully violated and aided and abetted violations of Sec- 
tion 17(a) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder in connection 
with the offer, sale and purchase of the common stock 
of Pied Piper Yacht Charters Corporation (‘‘Pied Piper’’). 
He participated in activities designed to establish and 
manipulate the market for the Pied Piper stock, quoted 
prices for the stock which were not related to the supply 
and demand for or the intrinsic value of the stock, and 
failed to disclose to purchasers, sellers and prospective 
purchasers and sellers that he was being protected against 
loss in his market transactions in the stock. 


Under the circumstances, it is appropriate in the public 
interest to impose the remedial sanction to which re- 
spondent has consented. 


Accordingly, 1T 1S ORDERED that Walter Jack Spiegel 
be, and he hereby is, suspended for a period of 90 days 
from being associated with any broker, dealer, investment 
company or investment adviser. The suspension shall com- 
mence at the opening of business on April 16, 1973. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1The findings herein are made only against Spiegel and 
are not binding upon any of the other respondents in 
these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10096/April 10, 1973 






Admin. Proc. File No. 3-4097 


In the Matter of 





























JERRY CHARLES SPELLMAN 
d/b/a 

FIRST INVESTMENT PLANNING COMPANY 
1500 Massachusetts Ave., N.W. 

Washington, D.C. 

(8-6941) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


These are proceedings pursuant to Sections 15(b) and 
15A of the Securities Exchange Act with respect to Jerry 
Charles Spellman, doing business as First Investment Plan- 
ning Company, a registered broker-dealer. For the: purpose 
of settling these proceedings and without admitting or 
denying the allegations of the order for proceedings, re- 
spondent consented to findings of willful violations as 
alleged in that order and to the entry of an order revok- 
ing his registration as a broker or dealer and barring him 
from association in various capacities with any broker, 
dealer, registered investment company, or registered in- 
vestment adviser. 


On the basis of the order for proceedings and the consent, 
it is found that respondent willfully violated the following 
sections of the Exchange Act and rules thereunder: 


1. Section 15(c)(3) and Rule 15c3-1 in that from about 
June 30 to July 14, 1972, respondent effected transac- 
tions in securities when his aggregate indebtedness ex- 
ceeded 2,000 percent of his net capital and respondent 
did not maintain net capital of at least $5,000; 


2. Section 17(a) and Rules 17a-3, 17a-5 and 17a-11, in 
that during the period from about January 1, 1969 to 
July 14, 1972 respondent failed to make accurately and 
keep current certain books and records, filed false and 
misleading reports of financial condition with the Com- 
mission which failed to state money owed by respondent, 
failed to give the Commission immediate telegraphic 
notice that his net capital was less than required and 
books and records were not being kept current, and failed 
to file timely a required financial report. 


On August 18, 1972 the United States District Court for 
the District of Columbia permanently enjoined respond- 

ent, with his consent, from violating the above provisions 
of the Exchange Act and ordered him to liquidate assets 
of his firm to satisfy customer obligations. 


In view of the foregoing, it is in the public interest to 
impose the sanctions to which respondent has consented. 


Accordingly, 1T IS ORDERED that the registration of 
Jerry Charles Spellman, doing business as First Investment 
Planning Company be, and it hereby is, revoked and that 
respondent be, and he hereby is, barred from association 
with any broker, dealer, registered investment company, 
or registered investment adviser in the capacities set forth 
in Section 3(a)(18) of the Exchange Act, Section 9(a) of 
the Investment Company Act, and Section 202(a)(17) of 
the Investment Advisers Act. 









For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10097/April 11, 1973 


Admin. Proc. File No. 3-3522 
In the Matters of 


MURRAY LEWIS PEAVEY 
2965 Kinwood 
Antioch, Tennessee 


SAMUEL GILL GLOVER, JR. 
4225 Lindawood Drive 
Nashville, Tennessee 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In this broker-dealer proceeding under the Securities Ex 
change Act (‘Exchange Act’’), Murray Lewis Peavey, 
former president of Frontier Securities, Inc. (later Fron 
tier Commodities, Inc.) (‘registrant’), then a registered 
broker-dealer, 1 filed a stipulation and consent, and 
Samuel Gill Glover, Jr., registrant’s former vice president, 
submitted an offer of settlement. Solely for purposes of 
this proceeding or any future proceeding pursuant to Sec 
tions 15(b), 15A or 19(a)(3) of the Exchange Act or Sec 
tion 203(e) of the Investment Advisers Act, respondents, 
without admitting or denying the allegations in the order 
for proceedings, consent to findings of misconduct as 
alleged in that order and to the imposition of certain 
sanctions. 


After due consideration of Glover's offer of settlement 
and upon the recommendation of its staff, the Commis 
sion determined to accept the offer. 


On the basis of the order for proceedings, the offer of 
settlement and Peavey’s consent, it is found that Peavey 
and Glover willfully aided and abetted violations of the 
following sections of the Exchange Act and the Commis- 
sion’s rules thereunder: 


1. Section 15(c)(3) and Rules 15c3-1 and 15c3-2 in con- 
nection with the attempt to induce and the effecting of 
transactions in securities, from about June 30 to August 
31, and October 31 to November 4, 197-1, when regis- 
trant’s aggregate indebtedness exceeded 2,000 per cent of 
its net capital and it did not maintain net capital of at 
least $5,000, and, from about June 30, 1971 to February 
4, 1972, in connection with the use of funds arising out 
of free credit balances carried for the accounts of custom- 
ers without giving such customers the required written 
statements that such funds were not segregated and might 
be used in the operation of registrant’s business and were 
payable to the customers on demand; 
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2. Section 17(a) and Rules 17a-3 and 17a-11 in connec- 
tion with the failure, from about July 15 to November 5, 
1971, to make accurately and keep current certain of 
registrant’s books and records, and, from about October 
31, 1971 to February 4, 1972, the failure to give the 
Commission telegraphic notice that registrant’s net capital 
was less than required and that its books and records were 
not being kept current and to file the required reports of 
registrant's financial condition and a report as to the steps 
being taken to keep its books and records current; and 


3. Section 7(c)(1) and Regulation T promulgated there- 
under by the Board of Governors of the Federal Reserve 
System with respect to the failure, from about May 4 to 
July 7, 1971, promptly to cancel or otherwise liquidate 
the transactions of customers who purchased securities 
from registrant in special cash accounts and did not make 
full payment for the securities within seven business days 
or prior to the sales of the securities. 


Peavey consented to a bar from association with any 
broker or dealer. Glover's offer of settlement also pro- 
vides for such a bar except that, after six months, he may 
apply to become associated with a broker or dealer in a 
non-supervisory capacity upon an adequate showing to 
the Commission's staff that he will be properly supervised. 
In recommending acceptance of Glover's offer of settle- 
ment, the staff stated that Glover did not formulate reg- 
istrant’s policies and did not take an active role in man- 
agement, and that his activities were largely confined to 
sales. 


In view of the foregoing, it is in the public interest to 


impose the sanctions to which respondents have consented. 


Accordingly, IT 1S ORDERED that Murray Lewis Peavey 
and Samuel Gill Glover, Jr. be, and they hereby are, 
barred from association with any broker or dealer, ex- 
cept that, after six months, Glover may apply to become 
sO associated in a non-supervisory capacity upon an ade- 
quate showing to the Commission's staff that he will be 
properly supervised. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 Registrant's broker-dealer registration was revoked in 
this proceeding pursuant to its consent. Securities Ex- 
change Act Release No. 10034 (March 7, 1973), 1 SEC 
Docket No. 6, p. 8 (March 20, 1973). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10098/Aprii 11, 1973 


See Litigation Release No. 5842/April 11, 1973 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10099/April 12, 1973 
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NOTICE OF PROPOSED AMENDMENTS TO REGULA. 
TION S-X AND RELATED INTERPRETATIONS AND 
GUIDELINES (S7-481) 


See Securities Act Release No. 5384/April 12, 1973 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10100/April 12, 1973 


The SEC has issued an order for administrative proceed- 
ings against Funds For People Inc., a now defunct New 
Jersey broker-dealer and Lois Nerenberg, President of reg- 
istrant and Jack Nerenberg, Secretary-Treasurer of regis- 
trant, both of Millstone, New Jersey for alleged violations 
of the net capital and books and records provisions of the 
federal securities act, Sections 15(c)(3) and 17(a) of the 
Securities Exchange Act of 1934 and Rule 15c3-1 and 
Rules 17a-3, 17a-4 and 17a-5, respectively, thereunder. 


In addition, violations of Sections 10(b) and 15(c)(1) 
(failure to disclose control of an issuer) of the Securities 
Exchange Act of 1934 and Rule 15c-1-5 thereunder have 
been alleged. Lois Nerenberg and Jack Nerenberg have 
been charged with aiding and abetting Funds For People 
in the above cited violations. A hearing will be scheduled 
by further order to take evidence on the staff allegations 
and to afford the respondents an opportunity to offer 
any defense thereto for the purpose of determining 
whether the allegations are true and if so, what if any 
remedial action should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10101/April 12, 1973 


The Commission has issued notices under the Securities 
Exchange Act of 1934 giving interested persons until 
April 25 to request a hearing upon applications of the 
following exchanges for unlisted trading privileges in the 
common stocks or specified securities of the named com- 
panies: 


Boston Stock Exchange 
Rapid-American Corporation 
PBW Stock Exchange, Inc. 


Airborne Freight Corporation 

Atlas Consolidated Mining & Development Corp. 
Florida East Coast Railway Company 

Great Western United Corporation 

Interstate Brands Corporation 

Jefferson Stores, Inc. 

Louisiana Pacific Corporation 

Mitchell Energy & Development Corporation 
National Detroit Corporation 

Pubco Petroleum Corporation 

Putnam’s (G. P.) Sons 

Signet Corporation 

Southwestern Investment Company 

Williams Companies 
Wrather Corporation 











1S 


—s . 











Champion International Corporation 
$1.20 cumulative convertible preference stock ($1 par) 
City Investing Co. 
$2 cumulative convertible preference stock - Series B 
($1 par) 
Ethy! Corporation 
$2.40 cumulative convertible preference Series A stock 
($10 par) 
General Host Corp. 
5% convertible subordinated debentures 
Great Western United Corp. 
$1.88 cumulative preferred stock 
Northwest Industries, Inc. 
$5 cumulative convertible preferred stock 
Reynolds (R.J.) Industries, Inc. 
$2.25 convertible preferred stock 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10102/April 12, 1973 


WITHDRAWAL OF PROPOSED AMENDMENT TO 
RULE 10b-13 UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 


The Securities and Exchange Commission today announced 
that it had withdrawn the proposed amendment to Rule 
10b-13 under the Securities Exchange Act of 1934, which 
was published on December 27, 1972 in Securities Ex- 
change Act Release No. 9920. In view of the comments 
received on the proposed amendment, the recent increase 
in the number of tender and exchange offers and the dis- 
parate treatment of solicitation fees, the Commission has 
directed its staff to re-examine the questions presented by 
this proposed rule and expects, following such considera- 
tion, to publish for comment a revised proposal with re- 
spect to the treatment of solicitation fees in tender and 
exchange offers. The Commission is also concerned about 
the growth of solicitation fees relative to the tender price 
which has occurred in some instances. 


The proposed amendment has been interpreted as pro- 
hibiting situations where solicitation fees inure to the ben- 
efit of the beneficial owner of tendered shares, except in 
the case of brokers engaged in arbitrage for their own 
account. These interpretations are likewise withdrawn. In 
addition, directors and managers of investment companies 
are reminded that they may have an obligation to name 
an affiliated broker to receive commission or solicitation 
fees and that where this is done, such commissions or 

fees on the tender of portfolio securities of the fund 
should not be retained by the affiliate but should inure 
to the benefit of the fund. See Provident Management 
Corp., Securities Exchange Act Release No. 9029 (Decem- 
ber 1, 1970). See also Moses v. Burgin, 445 F. 2d 369 
(C.A. 1, 1971). 


By the Commission. 


Ronald F. Hunt 
Secretary 












SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10103/April 13, 1973 


The Securities and Exchange Commission has issued an 
order for public administrative proceedings against F.O. 
Baroff Company, Inc., a now defunct New York broker 
dealer and Carl Gottlieb, President of Registrant and Sey 
mour Lafazan, Vice President of Registrant, both of New 
York for alleged violations of the net capital provisions 
of the federal securities act, Section 15(c)(3) of the Secu 
rities Exchange Act of 1934 and Rule 15c3-1 thereunder. 


A Securities Investor Protection Corporation Trustee was 
appointed for F.O. Baroff Company, Inc. and this action 
is also being initiated pursuant to Section 10(b) of the 
Securities Investor Protection Corporation Act. 


Carl Gottlieb and Seymour Lafazan have been charged 
with aiding and abetting F.O. Baroff Company, Inc. in 
the above cited violations. 


A hearing will be scheduled by further order to take evi- 
dence on the staff's allegations and afford the respondents 
an opportunity to offer any defense thereto for the pur- 
pose of determining whether the allegations are true and 
if so, what if any remedial action should be ordered by 
the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10104/April 13, 1973 


On March 21, 1973, the Securities and Exchange Com 
mission instituted public administrative proceedings 
against G. L. Equities Corp. and M. J. Manchester & Co., 
Inc. of New York City and George C. Bergleitner, Jr., 
president of G. L. Equities and former president of Man 
chester, Michael D. Harvey, vice-president of G. L. Equi- 
ties, and Frank J. Serrano, treasurer of G. L. Equities all 
of New York City charging violations of Sections 15(c) 
and 17(a) of the Securities Exchange Act of 1934 and 
Rules 15c3-1 (‘‘Net Capital Rule’’), and 17a-5 (‘Finan 
cial Reporting Rule’’) thereunder. 


A Securities Investor Protection Corporation has been ap 
pointed for G. L. Equities Corp. and this action is also 
being initiated pursuant to Section 10(b) of the Securities 
Investor Protection Act of 1970. 


A hearing will be scheduled by further order to take evi 
dence on the staff allegations and to afford the respond 
ents an opportunity to offer any defense thereto for the 
purpose of determining whether the allegations are true 
and if so, what if any action of a remedial nature is ap 
propriate in the public interest pursuant to the provisions 
of the Securities Exchange Act of 1934 and the Securities 
Investor Protection Act of 1970. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10105/April 13, 1973 





The Securities and Exchange Commission has ordered 
public Administrative proceedings under the Securities Ex 
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change Act of 1934 and the Securities Investors Protec- 
tion Act of 1970 involving Holt, Murdock Securities, Inc., 
a broker-dealer of Helena, Montana, and Leslie D. Mur- 
dock, a stockholder and president of Holt, Murdock Secu- 
rities, Inc. 


The proceedings are based on allegations of the Commis- 
sion’s staff that from January, 1972 to July, 1972, the 
respondents violated the net capital, books and records, 
reporting, underwriting and anti-fraud provisions of the 
Federal securities laws. The proceedings are also based on 
the entry of an order on July 28, 1972, permanently en- 
joining the respondents from violating Section 10(b), 
15(c)(2), 15(c)(3) and 17(a) of the Securities Exchange 
Act of 1934 and on the appointment of a trustee pur- 
suant to the provisions of the Securities Investor Protec- 
tion Act of 1970 on July 26, 1972, by the United States 
District Court for the District of Montana. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respond- 
ents an opportunity to offer any defense thereto for the 
purpose of determining whether the allegations are true 

and, if so, what if any action of a remedial nature is ap- 
propriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10106/April 13, 1973 


The Securities and Exchange Commission has ordered 
administrative proceedings under the Securities Exchange 
Act of 1934 and Section 10(b) of the Securities Investor 
Protection Act of 1970 against North American Planning 
Corporation a publicly-held broker-dealer of 230 Park 
Avenue, New York, New York arid its two principals, 
Eugene Goldenberg and William Robert Rubin. The order 
alleges that on August 8, 1972, the United States District 
Court for the Southern District of New York issued a 
Consent Order of Permanent Injunction against North 
American, Goldenberg and Rubin for violations of Section 
15(c)(3) of the Exchange Act (‘Net Capital Rule’’). On 
that same day the Court determined that North American 
can’s customers were in need of the protection of Securi- 
ties Investor Protection Corporation and appointed Joseph 
Ellison as the Securities Investor Protection Corporation 
Trustee. Mr. Ellison is presently liquidating the firm. 


The Order alleges that North American aided and abetted 
by Goldenberg and Rubin violated the Commission’s net 
capital rule, failed to accurately make, keep current and 
preserve ceitain books and records as required by Section 
17 of the Exchange Act and Rules 17a-3 and 17a-4 there- 
under, extended, and arranged for credit in derogation of 
Regulation T promulgated by the Federal Reserve System, 
and failed to file certain quarterly, annual and certified 
reports as mandated by Sections 15(d) and 17(a) of the 
Exchange Act and Rules 15d-1, 15d-13 and 17a-5 there- 
under. The Commission has further alleged that North 
American, Goldenberg, Rubin and Tri-State Energy, Inc., 
also of 230 Park Avenue, New York, New York, and its 
two principals C. W. Deaton and Leonard James by ef- 
fecting transactions in the unregistered securities of All- 
States Insurance Company of Alabama and the subsequent 
subordination into North American of some of those 
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shares, violated Sections 5(a), 5(c) and 17(a) of the Secu- 
rities Act of 1933, Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder. 







A hearing will be scheduled by further order to take evi- 
dence on the staff charges and afford the respondents an 
opportunity to offer any defenses thereto, for the purpose 
of determining whether the allegations are true and, if so, 
whether any action of a remedial nature is necessary or 
appropriate in the public interest. 





For further information see Litigation Releases 5498 and 
9868. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10107/April 13, 1973 


Admin. Proc. File No. 3-3683 
In the Matter of 

LEON O. MEYER 

634 W. Flagler Street 

Miami, Florida 


FINDINGS AND BAR ORDER 





Leon O. Meyer, who during the relevant period was presi- 
dent, director and major stockholder of a registered 
broker-dealer (‘‘registrant’’), has, for the purpose of settl- 
ing these proceedings pursuant to Sections 15(b) and 15A 
of the Securities Exchange Act and without admitting or 
denying the allegations in the order for proceedings, con- 
sented to findings that he willfully aided and abetted cer- 
tain violations of the Act and to the entry of, an order 
barring him from association with any broker, dealer or 
investment adviser, or from otherwise engaging in the 
securities business. 


On the basis of the order for proceedings and the con- 
sent, it is found that at various times during the period 
from about July 1971 to April 1972 respondent willfully 
aided and abetted violations of the following sections of 
the Exchange Act and rules thereunder: 1 


1. Section 15(c) and Rule 15c3-1 in connection with ef- 
fecting securities transactions when registrant’s aggregate 
indebtedness exceeded 2,000 percent of its net capital 
and it did not maintain net capital of not less than 
$5,000; 





2. Section 15(b) and Rule 15b3-1 in connection with the 
failure to file promptly with the Commission amendments 
to registrant's broker-dealer registration to disclose the 
identity of a person who was financing registrant's busi- 
ness, exercised a controlling influence over registrant's 
management and policies and had been enjoined by the 
United States District Court for the Southern District of 
Florida from aiding and abetting violations of the net 
capital and recordkeeping provisions of the securities 
laws; and 





3. Section 17(a) and Rules 17a-3 and 17a-11 in connec- 
tion with the failure to make accurately and keep current 











nts 











certain books and records, to give the Commission tele- 
graphic notice that registrant’s net capital was less than 
required and its books and records were not being kept 
current, and to file reports of registrant’s financial con- 
dition and of steps being taken to correct the recordkeep- 
ing deficiencies. 


In view of the foregoing it is in the public interest to 
impose the sanction to which respondent has consented. 


Accordingly, 1T 1S ORDERED that Leon O. Meyer be, 
and he hereby is, barred from association with any broker, 
dealer or investment adviser, or from otherwise engaging 
in the securities business. 


For the Commission, by the Office of Opinions and Re 
view, pursuant to delegated authority. 


Ronald F. Hunt 


Secretary 


1These findings are not binding on any other respond 
ent named in the order for proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10108/April 13, 1973 
INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 372/April 13, 1973 


Admin. Proc. File No. 3-4152 
In the Matter of 


CHARLES T. JOHNSON, INC. 
(8-10323) 


KEHR & JOHNSON, INC. 
(801-6565) 


CHARLES T. JOHNSON 
St. Petersburg, Florida 


AMENDING ORDER 


On March 27, 1973, the Commission issued its findings 
and order in these proceedings under the Securities Ex- 
change Act and the Investment Advisers Act which, pur- 
suant to their consent, made certain findings of violations 
against the respondents and imposed certain sanctions on 
them (Securities Exchange Act Release No. 10060). It 
appears that through inadvertence the finding of a net 
capital violation did not entirely conform to the allega- 
tion in the order for proceedings and that it is appro- 
priate to modify such finding so as to conform it to the 
order for proceedings. 


Accordingly, 1T 1S ORDERED that the paragraph num- 
bered 3 on the first page of the Findings and Order issued 
herein on March 27, 1973 be, and it hereby is, amended 
by deleting the following words: “‘its aggregate indebted- 
ness exceeded 2,000% of its net capital and’’. 





For the Commission, by the Office of Opinions and Re 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10109/April 13, 1973 


The Securities and Exchange Commission ordered pur 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 the suspension of over-the-counter trading in 
securities of Albro Industries Corporation, Springboro, 
Pennsylvania for one ten-day period commencing at 
10:00 am (EST) on April 13, 1973 and continuing 
through April 22, 1973 


The suspension was ordered because of a lack of accurate 
public information concerning the company’s financial 
situation and other corporate matters 


On March 26, 1973 creditors filed a petition in the U.S 
District Court in Erie Pennsylvania seeking to have Albro 
Packing Co., a wholly-owned subsidiary of Albro Indust 
ries Corp., declared bankrupt. Judgments totaling 
$830,586.36, have been filed against Albro Industries 
Corporation and Albro Packing Company. Included are 
two tax liens totaling $36,318.66 filed by the U.S. Gov 
ernment against Albro Packing Co. for failing to pay em 
ployée withholding taxes for the third and fourth quarter 
of 1972. Also included are two judgments filed by John 
Kaye and A & R Realty Co. totaling $700,149.74. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10110/April 13, 1973 


The Securities and Exchange Commission today ordered 
the temporary suspension of over-the-counter trading in 
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the securities of Electronic Concepts Laboratory Corp., 
(‘Electronic’’) of Manchester, Connecticut, for the period 
commencing 10:00 a.m. (EST) April 13, 1973 through 
April 22, 1973. 


The Commission ordered the suspension of trading in 
Electronic securities because of the lack of current accu- 
rate financial information concerning the company and 
because of questions raised concerning the recent market 
activity in Electronic’s stock. The president of Electronic, 
Robert C. Bell, and vice-president Joseph R. Getz, recent- 
ly resigned as officers and directors of the company. The 
company had requested the trading suspension. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the companies. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker enters any quota- 
tion which is in violation of said rule, the Commission 
will consider the need for prompt enforcement action. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17928/April 10, 1973 


Admin. Proc. File No. 3-4194 
In the Matter of 
NORTHEAST UTILITIES 
Springfield, Massachusetts 
(70-5315) 


ORDER AUTHORIZING AMENDMENT OF DECLARA.- 
TION OF TRUST 


Northeast Utilities (‘‘Northeast’’), a registered holding 


company, has filed a declaration and an amendment there- 


to, with this Commission pursuant to Sections 6(a), 7 and 
12(e) of the Public Utility Holding Company Act of 1935 
(‘Act’), regarding the following proposed transactions. 


Northeast proposes to amend Article 34 of its Declaration 
of Trust dealing with the indemnification of Northeast’s 
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trustees and officers, and persons who serve at the request 
of Northeast as directors, officers or trustees of another 
organization in which Northeast has an interest as a share- 
holder or creditor. The proposed amendment would clarify 
and broaden the provisions of Article 34 to include in- 
demnification of such persons against liabilities and ex- 
penses, including counsel fees reasonably incurred, result- 
ing from litigation or pending litigation in which any 
trustee or officer, acting as such in good faith, may be 
involved. Northeast states that the proposed amendment 
would serve to clarify the circumstances under which in- 
demnification is available to trustees and officers; is con- 
sistent with contemporary corporate practice; and is in 
the best interests of Northeast in helping to attract and 
retain qualified leadership. 


The proposed amendment of the Declaration of Trust will 
require the written consent of holders of at least 66-2/3% 
of Northeast’s outstanding common shares of capital 
stock; and the company proposes to solicit proxies from 
its shareholders through the use of solicitation material 
submitted herein, to be voted at the stockholders’ annual 
meeting scheduled for April 24. 1973. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. The effectiveness of the declaration regarding 
the proposed solicitation of the shareholders’ consent was 
accelerated as provided in Rule 62, by our Order dated 
March 7, 1973 (Holding Company Act Release No. 
17902). 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17902), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to be- 
come effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17929/April 12, 1973 


Admin. Proc. File No. 3-4245 


In the Matter of 
































NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


IROQUOIS GAS CORPORATION 
PENNSYLVANIA GAS COMPANY 
UNITED NATURAL GAS COMPANY 
(70-5327) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
TO BANKS BY HOLDING COMPANY AND BY SUB- 
SIDIARIES AND RELATED INTRA-SYSTEM 
TRANSACTIONS 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company (‘‘National’’), a registered holding company, and 
three of its utility subsidiary companies, Iroquois Gas 
Corporation (“Iroquois”), United Natural Gas Company 
(“United”), and Pennsylvania Gas Company (‘‘Penn’’), 
have filed an application-declaration with this Commis- 
sion pursuant to the Public Utility Holding Company Act 
of 1935 (‘‘Act’’), designating Sections 6(a), 6(b), 7, 9(a), 
10, 12(b) and 12(f) of the Act and Rules 43 and 45 pro- 
mulgated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the applica- 
tion-declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 


National proposes to issue and sell from time to time 
through December 31, 1973, its unsecured promissory 
notes to The Chase Manhattan Bank (National Associa- 
tion) (‘‘Chase’’) in a maximum aggregate amount of 
$14,500,000 to be outstanding at any one time. The 
notes will mature on December 31, 1974, will bear inter- 
est payable quarterly at the prime commercial rate of 
Chase in effect from time to time, and will be prepayable 
in whole or in part without penalty. National states that 
it has informally agreed with Chase to maintain average 
balances of 20% of the average loans outstanding, al- 
though its average balances maintained for normal operat- 
ing needs are substantially more. Viewed as a ‘‘compensat- 
ing balance”, the 20% requirement would result in an 
effective cost of 8.125% per annum assuming a 6-1/2% 
prime rate. National currently has no bank indebtedness 
outstanding, and states that it expects to repay the pro 
posed notes through the sale of debentures in 1974. 


National proposes to use the proceeds from the sale of its 
notes to Chase to acquire for cash through December 31, 
1973 unsecured promissory notes (‘‘Subsidiary Notes’’) in 
the principal amounts of $12,000,000, $2,000,000 and 
$500,000 from Iroquois, United and Penn, respectively. 
The Subsidiary Notes will mature December 31, 1974; 
will bear interest, payable quarteriy, at the prime com- 
mercial rate of Chase in effect from time to time; and, 
after payment of all notes of prior maturity, will be pre- 
payable by the respective subsidiaries at any time or from 
time to time, in whole or in part, without premium. The 
net proceeds derived from the sale of the Subsidiary 
Notes will be used by the subsidiary companies to make 
additions to utility plant and to increase and replenish 
working capital. The estimated cost of the 1973 plant 
additions for Iroquois, United and Penn is $17,710,000, 
$7,198,000 and $3,582,000, respectively. 



















































Iroquois, United and Penn also propose to issue and sell 
from time to time during 1973, to the banks named be 

low, unsecured short-term promissory notes in the aggre 
gate amounts of $8,000,000 for Iroquois, $7,000,000 for 
United and $4,000,000 for Penn. The banks from which 
each subsidiary proposes to borrow, and the maximum 

amount to be outstanding with each bank, are as follows 


By lroquois: 


Marine Midland Bank-Western, 


Buffalo, N.Y. $ 3,760,000 
Manufacturers & Traders Trust Co., 
Buffalo, N.Y. 3,600,000 
Liberty National Bank & Trust Co., 
Buffalo, N.Y. 640,000 
$ 8,000,000 
By United: 
Deposit National Bank, Dubois, Pa S$ 400,000 


First Laurel Bank, St. Mary’s, Pa. 
Emporium Trust Company, Emporium, 

Pa. 170,000 
First National Bank of Mercer County, 


600,000 


Greenville, Pa. 200,000 
First Seneca Bank & Trust Co., 

Oil City, Pa. 2,000,000 
McDowell National Bank, Sharon, Pa 850,000 
Northwest Pa. Bank & Trust Co., 

Oil City, Pa. 1,500,000 
Pennsylvania Bank & Trust Co., 

Titusviile, Pa. 1,000,000 
Producers Bank & Trust Co., 

Bradford, Pa. 100,000 
Mellon National Bank & Trust Co., 

Pittsburgh, Pa. 180,000 


$ 7,000,000 


By Penn: 
Warren National Bank, Warren, Pa. $ 700,000 
The First National Bank of 
Pennsylvania, Erie, Pa. 1,750,000 
Marine National Bank, Erie, Pa. 700,000 
Marine Midland Chautauqua National 
Bank, Jamestown, N.Y. 500,000 
The Pennsylvania Bank & Trust Co., 
Warren, Pa. 350,000 
$ 4,000,000 


Each of said short-term notes will be dated as of the date 
of issue, will mature not later than nine months there 
after, will be prepayable at any time, in whole or in part, 
without penalty, and, in the case of Iroquois and Penn, 
will bear interest at the prime rate of interest in effect at 
the lending bank on the date of issuance. The notes issued 
and sold by United to Mellon National Bank & Trust 
Company will bear interest at the prime commercial rate 
of interest in effect at that bank on the date of issuance; 
interest On the other notes will be at the prime rate in 
effect at Chase on the issuance date. There are no com 
pensating balance requirements, except that in respect of 


SEC DOCKET/21 





Penn’s borrowing from Marine National Bank a 20% com- 
pensating balance will be required, giving an effective in- 
terest cost of 8.125% per annum assuming a 6-1/2% prime 
rate. 


The nine-months notes will amount to the following per- 
centages of the principal amount and par value of the sub- 
sidiary companies’ other securities outstanding as of Dec- 
ember 31, 1972: Iroquois, 5.3%; United 13.6% and Penn 
15.1%. The proceeds derived from the sale of the short- 
term notes to banks will be used by Iroquois, United and 
Penn to finance the cost of gas purchased and stored 
underground for current inventory purposes; it is stated 
that such borrowings are expected to be repaid early in 
1974 as gas is withdrawn from storage and sold. 


The aggregate fees and expenses incurred in connection 
with the proposed transactions are estimated at $5,120, 
including counsel fees of $1,050. The application-declara- 
tion states that the proposed sales of notes by Iroquois 
are subject to the jurisdiction of the Public Service Com- 
mission of New York, the State commission of the State 
in which ltroquois is organized and doing business; and 
that the proposed sales of notes by United and Penn are 
subject to the jurisdiction of the Pennsylvania Public 
Utility Commission, the State commission of the State in 
which those companies are organized and doing business. 
It is further stated that no other State commission and 
no Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


National requests that the Rule 24 certificates of notifica- 
tion regarding the short-term borrowings by the three sub- 
sidiaries be filed on a quarterly basis 


NOTICE IS FURTHER GIVEN that any interested per 
son may, not later than May 7, 1973, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or !aw raised by the filing which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the applicants-declarants 
at the above-stated address, and proof of service (by af- 
fidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and Reg- 
ulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 

Ronald F. Hunt 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17930/April 12, 1973 


Admin. Proc. File No. 3-4171 
In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 
(70-5298) 


ORDER AUTHORIZING AMENDMENT OF ARTICLES 
OF INCORPORATION TO INCREASE SHARES OF 
COMMON STOCK 


General Public Utilities Corporation (““GPU”’), a registered 
holding company, has filed a declaration and an amend 
ment thereto with this Commission pursuant to Sections 
6(a), 7 and 12(e) of the Public Utility Holding Company 
Act of 1935 (‘‘Act"’), applicable to the proposed trans 
action 


GPU submitted to its stockholders at its annual meeting 
held April 2, 1973, a proposal to amend its Articles of 
Incorporation to increase from 40,000,000 to 55,000,000 
the aggregate number of authorized shares of common 
stock, par value $2.50 per share. Prior to the amendment 
GPU had available for sale in future offerings a maximum 
of 879,463 shares (including 28,073 treasury shares) 
which would not be sufficient to provide any appreciable 
additional common stock equity to GPU. It is contem- 
plated that the additional shares of authorized stock, the 
issuance and sale of which are to be the subject of future 
filings with this Commission, will be used to provide the 
cash required for the common stock equity component of 
the capital requirements of the GPU holding’company sys 
tem. GPU expects that it will offer approximately 
3,900,000 shares of common stock through a pre-emptive 
rights offering to its common shareholders on a 1-for-10 
basis. 


The amendment received the affirmative vote of the hold 
ers of more than a majority of the 39,123,537 outstand- 
ing shares of common stock. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17889), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said declaration, as amended, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 
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For the Commission, by the Division of Corporate Regu 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17931/April 12, 1973 


NOTICE OF PROPOSED AMENDMENTS TO REGULA- 
TION S-X AND RELATED INTERPRETATIONS AND 
GUIDELINES (S7-481) 


See Securities Act Release No. 5384/April 12, 1973 








INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7757/April 9, 1973 


Admin. Proc. File No. 3-4247 
In the Matter of 


F-D CAPITAL FUND 

89 Devonshire Street 

Boston, Massachusetts 02109 
(811-746) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY. 


NOTICE IS HEREBY GIVEN that F-D Capital Fund 
(“Applicant’’), a trust organized under the laws of Nevada 
and registered under the Investment Company Act of 
1940 (the ‘Act’’) as a diversified, open-end management 
investment company, has filed an application pursuant to 
Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained therein 
which are summarized below. 


On November 24, 1972, subsequent to ratification of a 
purchase agreement by the shareholders of Applicant, Pine 
Tree Fund, Inc. (‘‘Pine Tree’), a diversified, open-end 
management investment company registered under the 

Act, which had been organized to be a Delaware corporate 
successor to Applicant, purchased the net assets of Ap- 
plicant in exchange for 191,415.86 shares of common 
stock of Pine Tree which were delivered to The National 
Shawmut Bank of Boston for delivery to Applicant's 
shareholders upon surrender of share certificates previous- 
ly issued by Applicant. Since November 24, 1972, Appli- 
cant has not entered into any transactions nor has it ac- 
quired any assets or liabilities. Applicant has no assets or 




















liabilities and all of its former shareholders have received 
shares of Pine Tree or will receive such shares upon sur 
render of any share certificates of Applicant which they 
may hold. Consequently, Applicant asserts that it has 
ceased to be an investment company as defined in the 


Act. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a reg 
istered investment company has ceased to be an invest 
ment company it shall so declare by order and upon the 
taking effect of such order the registration of such com 
pany shall cease to be in effect 


NOTICE IS FURTHER GIVEN that any interested per 
son may, not later than May 2, 1973 at 5:30 p.m., sub 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
shall be addressed to the Secretary, Securities and Ex 
change Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail (air 
mail if the persons being served are located more than 
500 miles from the point of mailing) upon Applicant at 
the address stated above. Proof of such service (by af 
fidavit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. At 
any time after said date, as provided by Rule 0-5 of the 
Rules dnd Regulations promulgated under the Act, an 
order disposing of the application herein may be issued 
upon the Commission’s own motion. Persons who request 
a hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in the matter, in 
cluding the date of the hearing, if ordered, and any post 
ponements thereof 


For the Commission, by the Division of Investment Man 
agement Regulation, pursuant to delegated authority 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7758/April 9, 1973 


Admin. Proc. File No. 3-4250 


In the Matter of 


EQUITY FUNDING CORPORATION OF AMERICA 
EFC MANAGEMENT CORPORATION 

EFC DISTRIBUTORS CORPORATION 

EFC SPONSORS CORPORATION 

1900 Avenue of the Stars 

Los Angeles, California 90067 

(812-3441) 


NOTICE OF FILING APPLICATION PURSUANT TO 
SECTION 9(c) FOR EXEMPTION FROM SECTION Q(a) 
OF THE ACT AND TEMPORARY ORDER OF 
EXEMPTION 
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NOTICE IS HEREBY GIVEN that Equity Funding Cor- 
poration of America (EFCA), EFC Management Corpora- 
tion (EFC Management), EFC Distributors Corporation 
(EFC Distributors), and EFC Sponsors Corporation (EFC 
Sponsors), referred to collectively as ‘‘Applicants’’, have 
filed an application pursuant to Section 9(c) of the In- 
vestment Company Act of 1940 (Act) for an order ex- 
empting Applicants from the provisions of Section 9(a) of 
the Act to the extent that Section 9(a) is applicable by 
virtue of a Final Judgment of Permanent Injunction (In- 
junction) entered against EFCA in an action entitled 
Securities and Exchange Commission v. Equity Funding 
Corporation of America (USDC, Central District Calif., 
Civil Action No. 73-7 14-HP). 


EFC Management further requests an order of the Com- 
mission temporarily exempting EFC Management, as of 
the date of the injunction, from the provisions of Section 
9(a) of the Act with respect to its acting as investment 
adviser for investment companies presently under its man- 
agement pending final determination of the foregoing re- 
quest for exemption or, upon notice, until the Commis- 
sion, at such earlier time as it in its sole discretion deems 
necessary and appropriate under the circumstances for the 
protection of such investment companies, notifies EFC 
Management that the temporary exemption is withdrawn. 


EFC Sponsors also requests a similar order of the Com- 
mission temporarily exempting EFC Sponsors from the 

provisions of Section 9(a) of the Act with respect to its 
acting as sponsor-depositor, but not as principal under- 

writer of existing accumulation plans of five unit invest- 
ment trusts presently under its sponsorship. 


All interested persons are referred to the application on 
file with the Commission for a statement of the repre- 
sentations therein which are summarized below. 


EFCA is an integrated financial service organization whose 
common stock is listed on the New York Stock Exchange. 
The greatest part of EFCA’s income has been derived 
through the sale of life insurance policies and mutual 

fund shares, either separately or in coordinated acquisition 
programs. 


EFC Management, a wholly-owned subsidiary of EFCA, 
is a registered investment adviser and the investment ad- 
viser for three registered open-end investment companies 
(the Funds): Equity Growth Fund of America, Inc.; 
Equity Progress Fund, Inc.; and Fund of America, Inc. 
The Funds have net assets of more than $200 million and 
more than 65,000 shareholders. 


EFC Sponsors, a wholly-owned subsidiary of EFCA, is a 
registered broker-dealer and the sponsor-depositor for five 
registered unit investment trusts having periodic payment 
plans outstanding for the accumulation of shares of Axe- 
Houghton Fund, Inc.; Axe Science Corporation; Equity 
Progress Fund, Inc.; Fund of America, Inc.; and National 
Investors Corporation. These unit investment trusts have 
an aggregate face amount of approximately $586.6 mil- 
lion and over 138,000 planholders. EFC Sponsors also 
serves as principal underwriter for the plans for the ac- 
cumulation of shares of Fund of America, Inc. and Na- 
tional Investors Corporation. 
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EFC Distributors, also a wholly-owned subsidiary of 
EFCA, is a registered broker-dealer and serves as principal 
underwriter for the investment companies advised by 





¢ 


EFC Management. ‘ 


On April 3, 1973, the Commission filed the above-men- 
tioned injunctive action in the United States District \ 
Court of the Central District of California. Shortly there 
after, on April 3, EFCA consented without admitting or 
denying the allegations on the Commission’s complaint, to 
the entry of a Final Judgment of Permanent Injunction. ¢ 
On the same day the Court issued an order, as relevant 
here, enjoining EFCA from engaging in fraudulent activi- 
ties in connection with proxy statements, filings with the 
Commission, and the purchase and sale of securities. The 
order also made provisions for the appointment of a 
special investigator and a new interim independent board 
of directors. 


Section 9(a) of the Act, insofar as is pertinent here, makes 
it unlawful for any person, or any company with which 
such person is affiliated, to act in the capacity of invest- 
ment adviser, principal underwriter or depositor of any 
registered investment company if such person is by rea- 
son of any misconduct enjoined by any court of compe- 
tent jurisdiction from engaging in or continuing any con- 
duct or practice in connection with the purchase or sale 
of any security. 





Section 9(c) provides that upon application the Commis- 
sion shall grant an exemption from the provisions of Sec- 
tion 9(a) either unconditionally or on an appropriate tem- 
porary or other conditional basis, if it is established that 
the prohibitions of Section 9(a), as applied to the appli- 
cant, are unduly or disproportionately severe or that the 
conduct of such person has been such as not to make it 
against the public interest or protection of investors to 
grant such application. 


EFCA is rendered ineligible under 9(a) because of it being 
directly enjoined. EFC Management, EFC Sponsors, EFC 
Distributors are also rendered ineligible under 9(a) be- 
cause they are subsidiaries of EFCA and thus are deemed 
affiliated persons of EFCA within the meaning of Section 
2(a)(3) of the Act. 


Applicants contend that the standards for exemption, 
specified in Section 9(c) of the Act, are satisfied by the 
facts in this case. 


Applicants represent that the Commission’s complaint did 
not name EFC Management, EFC Sponsors, EFC Distrib- 
utors and the terms of the complaint and the judgment 
did not reflect any misconduct in EFCA’s investment ad- 
visory, distributing and sponsorship business. 


Applicants represent further that certain officers and di- 
rectors of EFCA have resigned and that provision has 
been made for appointment of a new independent board 
of directors. 


Applicants represent further that they have never been 
required to apply for an exemption from Section 9(a) of 
the Act or been the subject of any injunctions. 
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Applicants also represent that the prohibitions of Section 
9(a) would in effect ‘‘orphan”’ the Funds and the Plans, 
and it would interfere with the continuity of essential 
operations by the Funds and Plans. 


The Commission has considered the matter and, upon the 
basis of information available at this time, finds that: 


1. The conduct of EFC Management has been such as not 
to make it against the public interest or protection of in- 
vestors to grant the application of EFC Management tem- 
porarily exempting EFC Management from the provisions 
of Section 9(a) of the Act with respect to its acting as 
investment adviser for investment companies presently 
under its management pending final determination of EFC 
Management's request for exemption or upon notice, until 
the Commission, at such earlier time as it, in its sole dis- 
cretion deems reasonable and appropriate under the cir- 
cumstances, notifies Applicants that the temporary ex- 
emption is withdrawn. 


2. The conduct of EFC Sponsors has been such as not to 
make it against the public interest or protection of in- 
vestors to grant the application of EFC Sponsors tempo- 
rarily exempting EFC Sponsors from the provisions of 
Section 9(a) of the Act with respect to its acting as 
sponsor-depositor, but not distributor or principal under- 
writer, for existing accumulation plans of five unit invest- 
ment trusts presently under its sponsorship pending final 
determination of EFC Sponsor's request for exemption or 
upon notice, until the Commission, at such earlier time 
as it, in its sole discretion deems reasonable and appro- 
priate under the circumstances, notifies Applicants that 
the temporary exemption is withdrawn. 


3. In order to maintain uninterrupted management of the 
investment companies under the management of EFC 
Management and the uninterrupted sponsor-depositorship 
of the unit investment trusts sponsored by EFC Sponsors, 
it is necessary and appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act that the temporary order of exemption be issued as 
of the issuance of the above-mentioned injunction. 


ACCORDINGLY, IT IS ORDERED pursuant to Section 
9(c) of the Act that EFC Management and EFC Sponsors, 
subject to the limitations stated in paragraphs 1 and 2 
above, be and they hereby are temporarily exempted 
from the provisioins of Section 9(a) of the Act, operative 
as a result of the entry of the injunction against EFCA in 
Securities and Exchange Commission v. Equity Funding 
Corporation of America. 


This order is to be deemed issued as of the issuance of 
said injunction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than May 15, 1973 at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such a request, and 
the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 






























Commission, Washington, D.C. 20549. A copy of such re 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicants at the addresses set 
forth above. Proof of such service (by affidavit or in the 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. At any time after 
said date, as provided in Rule 0-5 of the Rules and Reg 
ulations promulgated under the Act, an order disposing of 
the application herein may be issued by the Commission 
upon the basis of the information stated in said applica 
tion, unless an order for hearing upon said application 
shall be issued upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof 


By the Commission. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7759/April 9, 1973 


Admin. Proc. File No. 3-4205 
In the Matter of 


RICO ARGENTINE MINING COMPANY, 
CONSOLIDATED EUREKA MINING COMPANY, 
BONNEVILLE-ON-THE-HILL COMPANY, 
GEORGE H. HOGLE, JAMES E. HOGLE, 
JAMES E. HOGLE, JR., SHERMAN B. 
HINCKLEY, R. GORDON BADER, 
DONALD M. HOGLE, HUGH HOGLE, AND 
BANNER MINING COMPANY 

220 Kearns Building 

Salt Lake City, Utah 84101 

(812-3412) 


ORDER PURSUANT TO SECTIONS 17(b) AND 17(d) 
OF THE ACT AND RULE 17d-1 THEREUNDER 


On March 13, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7722) of an application (1) by Rico 
Argentine Mining Company (‘’Rico’’), Consolidated Eureka 
Mining Company (“‘Conseureka’’), Bonneville-On-The-Hill 
Company, George H. Hogle, James E. Hogle, James E 
Hogle, Jr., Sherman B. Hinckley, R. Gordon Bader, 
Donald M. Hogle and Hugh Hogle pursuant to Section 
17(d) of the Investment Company Act of 1940 (the 
“Act’’) and Rule 17d-1 thereunder for an order permitting 
their participation in the proposed acquisition by Ameri 
can Metal Climax, Inc. (‘““Amax’’) of Banner Mining Com 
pany (‘‘Banner’’) by means of a merger of Banner with a 
wholly-owned subsidiary of Amax, Amax Copper Mines, 
Inc., as a result of which Banner will become the surviv 
ing company and a wholly-owned subsidiary of Amax 
under the name Amax Copper Mines, Inc. and each out 
standing share of Banner common stock will be converted 
into 0.137553 of a share of Amax Series A Convertible 
Preferred Stock (0.139479 of a share if the Banner rnerger 


SEC DOCKET/25 








occurs after May 10, 1973), and (2) by Banner, Rico and 
Conseureka pursuant to Section 17(b) of the Act for an 
order exempting the proposed transaction from Section 
17(a) of the Act to the extent that such transaction 
might involve a purchase and sale of securities between 
Rico and Banner or between Conseureka and Banner. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated in the application unless a hearing should be 
ordered. No such request has been filed and the Commis- 
sion has not ordered a hearing. 


The matter has been considered and it has been found, on 
the basis of the information stated in the application, that 
the participation of Rico and Conseureka in the proposed 
transaction is consistent with the provisions, policies, and 
purposes of the Act and is not on a basis less advanta 
geous than that of the other participants. It has been 
further found that the terms of the proposed transaction 
are reasonable and fair and do not involve overreaching 
on the part of any person concerned and are consistent 
with the policy of Rico and of Conseureka and with the 
general purposes of the Act. 


IT IS ORDERED, effective forthwith, pursuant to Section 
17(b) of the Act, that the proposed transaction as set 
forth in the application be, and it hereby is, exempted 
from the provisions of Section 17(b) of the Act; and that, 
pursuant to Section 17(d) of the Act and Rule 17d-1 
thereunder, said application with respect to the proposed 
transaction, be and it hereby is, granted. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7760/April 10, 1973 


Admin. Proc. File No. 3-4244 
In the Matter of 


THE DIKEWOOD FUND, INC. 
1420 Carlisle, N.E. 
Albuquerque, New Mexico 
(811-1572) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that The Dikewood Fund, 
Inc. (‘Applicant’), a Delaware corporation registered as a 
non-diversified, open-end management investment com- 
pany under the Investment Company Act of 1940 
(‘‘Act’’), has filed an application pursuant to Section 8(f) 
of the Act for an order of the Commission declaring that 
Applicant has ceased to be an investment company as de- 
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fined in the Act. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations set forth therein, which are sum- 
marized below. 


On January 26, 1968, Applicant filed a Notification of 
Registration pursuant to Section 8(a) of the Act and sub- 
sequently filed Registration Statements pursuant to Sec- 
tion 8(b) of the Act, and Section 5 of the Securities Act 
of 1933 (‘1933 Act"’). Applicant’s Registration Statement 
under the 1933 Act becan.e effective on August 12, 1968. 


At a special meeting held on December 15, 1972, the 
Board of Directors of Applicant unanimously agreed that 
the Applicant should cease offering its shares for sale to 
the public, effective January 1, 1973, but continue to re- 
deem its shares at the request of its shareholders at the 
net asset value as had theretofore been its policy. 


Between December 15, 1972 and January 1, 1973, shares 
of the Fund in the amount of $2,500 were sold. These 
sales have been rescinded with no loss to the Fund. On 
January 2, 1973, Applicant's securities were owned by 
less than 100 persons. Applicant represents that it has no 
present intention of making a further public offering of 
its securities. 


Section 3(c)(1) of the Act excepts from the definition of 
an investment company any issuer whose outstanding 
securities are beneficially owned by not more than one 
hundred persons and which is not making and does not 
propose to make a public offering of its securities. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a reg- 
istered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
taking effect of such order, the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than May 4, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicant at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. At any time after 
said date, as provided by Rule 0-5 of the Rules and Reg- 
ulations promulgated under the Act, an order disposing of 
the application shall be issued upon request or upon the 
Commission’s own motion. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 
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For the Commission, by the Division of Irivestment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7761/April 10, 1973 


Admin. Proc. File No. 3-4248 

In the Matter of 

HOME LIFE SEPARATE ACCOUNT D 
and 


HOME LIFE INSURANCE COMPANY 
253 Broadway 

New York, New York 10007 
(812-3396) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) FOR EXEMPTION FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Home Life Separate 
Account D (‘‘Account D”’), registered under the Invest- 
ment Company Act of 1940 (‘‘Act’’) as a unit investment 
trust, and Home Life Insurance Company (‘Home Life’’), 
a mutual life insurance company incorporated under the 
laws of New York, (hereinafter collectively called ‘‘Appli- 
cants’’) have filed an application pursuant to Section 6(c) 
of the Act for an order exempting Applicants from the 
provisions of Section 22(d) of the Act. All interested per- 
sons are referred to the application on file with the Com- 
mission for a statement of the representations contained 
therein which are summarized below. 


Account D is a separate account of Home Life established 
as the facility for issuing certain variable annuity contracts 
(“Contracts’’). All amounts credited to Account D pur- 
suant to the Contracts will be invested in shares of Home 
Life Equity Fund, Inc., a diversified open-end investment 
company registered under the Act. Home Life is a regis- 
tered broker-dealer under the Securities Exchange Act of 
1934 and a member of the National Association of Securi- 
ties Dealers, Inc., and is the principal underwriter of the 
Contracts participating in Account D. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal underwriter 
for such company shall sell any redeemable security to 
the public except at a current public offering price des- 
cribed in the prospectus. 


From each purchase payment made under the single pay- 
ment immediate Contracts participating in Account D, 
Home Life deducts a sales charge of 4-1/4% of each pay- 
ment and an administration charge of either 2% or 1% 
depending upon the size of the single payment. Applicants 
request an exemption from Section 22(d) to permit Home 
Life to eliminate such sales and administration charges on 
amounts derived from values accumulated under other 


insurance policies or annuity contracts previously issued 
by Home Life or from death benefits payable under such 
previously issued insurance policies or annuity contracts, 
which amounts are used to purchase a single payment im 
mediate Contract. 


Applicants state that the elimination of sales and admin 
istrative charges on amounts transferred from other Home 
Life insurance policies or annuity contracts is consistent 
with the protection of investors since such charges have 
been previously paid on such other policies or contracts 
The elimination of such charges would avoid unnecessary 
duplication of charges, and, under these circumstances, 
will not arbitrarily or unfairly discriminate between dif 
ferent categories of investors. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondi 
tionally exempt any persons or transactions from any pro 
vision or provisions of the Act, if and to the extent that 
such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro 
visions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per 
son may, not later than May 4, 1973 at 5:30 p.m., sub 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per 
son being served is located more than 500 miles from the 
point of mailing) upon Applicants at the address stated 
above. Proof of service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contem 
poraneously with the request. At any time after such date, 
as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
matter herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per 
sons who request a hearing or advice as to whether a hear 
ing is ordered will receive notice of further developments 
in this matter including the date of the hearing (if 
ordered) and any postponements thereof 


For the Commission, by the Division of Investment Man 
agement Regulation, pursuant to delegated authority 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7762/April 11, 1973 


Admin. Proc. File No. 3-4254 


In the Matter of 
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WEIS, VOISIN & CO., INC. 
17 Battery Place North 

New York, New York 10004 
(812-3403) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM SECTION 30(f) OF THE ACT TO THE EXTENT 
THAT IT ADOPTS SECTION 16(b) OF THE SECURI- 
TIES EXCHANGE ACT OF 1934 


NOTICE IS HEREBY GIVEN that Weis, Voisin & Co., 
Inc. (‘‘Applicant’’), has filed an application pursuant to 
Section 6(c) of the Investment Company Act of 1940 
(‘‘Act’’) for an order exempting the transactions described 
herein from Section 30(f) of the Act to the extent that 
such Section adopts Section 16(b) of the Securities Ex- 
change Act of 1934 (the “‘Exchange Act’’). All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations there- 
in, which are summarized below. 


Applicant is the prospective representative (‘‘Representa- 
tive’’) of a group of underwriters (‘‘Underwriters’’) to be 
formed in connection with the proposed public offering 

of up to 1,100,000 shares of the common stock (‘‘Shares’’) 
of Steadman Income Securities Fund, Inc. (‘“‘Company”’), 
a registered, closed-end diversified management invest- 
ment company incorporated under the laws of the State 
of Delaware on February 6, 1973. 


The application states that it is contemplated that each 
Underwriter, including the Representative, will execute an 
Agreement Among Underwriters and that the Representa- 
tive, acting both for itself and as Representative of the 
several Underwriters, will execute an Underwriting Agree- 
ment with the Company and Steadman Securities Corpo- 
ration, the Company’s investment adviser (‘‘Adviser’’), and 
that under the proposed underwriting arrangements, each 
Underwriter will be obligated to offer to the public, re- 
spectively, its underwriting commitment. 


The application also states that it is possible that the 
underwriting commitment of several of the Underwriters, 
including the Representative, will exceed 10% of the aggre- 
gate number of shares of the Company's common stock to 
be outstanding after the closing of the public offering of 
the Shares. Since Section 30(f) of the Act subjects every 
person who is directly or indirectly the beneficial owner 
of more than 10% of any class of outstanding securities 

of the Company to the same duties and liabilities as those 
imposed by Section 16 of the Exchange Act upon certain 
owners in respect of their transactions in certain securities, 
such Underwriters may, accordingly, become subject to 
the filing requirements of Section 16(a) of the Exchange 
Act, and, upon resale of the Shares purchased by them to 
their customers, subject to the obligations imposed by 
Section 16(b) of the Exchange Act. 


Rule 16b-2 under the Exchange Act exempts certain 
underwriters from the operation of Section 16(b) thereof. 
The application states that it seems likely that several of 
the Underwriters, through their participation in the dis- 
tribution of the Shares, will not be entitled to rely upon 
Rule 16b-2 to exempt them from Section 16(b) of the 
Exchange Act. 
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Applicant asserts that in addition to purchases of Shares 
from the Company and sales of Shares to customers, 
there may be the usual transactions of purchase or sale 
incident to a distribution such as stabilizing purchases, 
purchases to cover over-allotments or other short posi- 
tions created in connection with such distribution, and 
sales of Shares purchased in stabilization. Applicant also 
contends that all material facts with respect to the Com- 
pany will be set forth in the prospectus pursuant to which 
the Shares will be offered and sold to the general public; 
that no director or officer of the Applicant is a director 
or officer of either the Company or the Adviser; and that 
it is not anticipated that any partner, director or officer 
of any other Underwriter will be a director or officer of 
the Company or the Adviser. In addition, the application 
states that there is no inside information which any of 
the Underwriters could use. 


Section 6(c) of the Act authorizes the Commission to 
exempt any person, security or transaction, or any class 
or classes of persons, securities, or transactions, from any 
provision or provisions of the Act or of any rule or reg- 
ulation thereunder if and to the extent that such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than May 4, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 
as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein may be issued by the Commission up- 
on the basis of the information stated in said application, 
unless an order for hearing upon said application shail be 
issued upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponement thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7763/April 11, 1973 
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Admin. Proc. File No. 3-4251 
In the Matter of 


TRANSATLANTIC FUND, INC. 
c/o The Canadian Bank of 
Commerce Trust Company 

20 Exchange Place 

New York, New York 10005 
(812-3340) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTION FROM SECTION 
2(a)(19) OF THE ACT 


NOTICE IS HEREBY GIVEN that Transatlantic Fund, 
Inc. (““Fund” and ‘‘Applicant’’), a diversified, open-end 
management investment company registered under the 
Investment Company Act of 1940 (‘‘Act’’), has filed an 
application for an order of the Commission pursuant to 
Section 6(c) of the Act declaring that James H. Walker 
(‘Walker’) shall not be deemed an “‘interested person” 
of the Fund within the meaning of Section 2(a)(19) of 
the Act solely by reason of his status as a director of the 
Equitable Life Assurance Society of the United States 
(“Equitable’’). All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations made therein, which are summar- 
ized below. 


Walker, a member of the board of directors of the Fund, 
is also a director of Equitable, a mutual insurance com- 
pany incorporated under the laws of New York, which is 
in the business of selling life insurance and variable annui- 
ties. Equitable sells individual variable annuities funded 
by separate accounts which are registered under the Act, 
and HR-10 plans funded by separate accounts that are 
registered under the Securities Act of 1933. Solely be- 
cause it sells variable annuity contracts and HR-10 plans, 
Equitable has registered as a broker-dealer under the Secu- 
rities Exchange Act of 1934 and is a member of the Na- 
tional Association of Securities Dealers, Inc. (““NASD”’). 


In December, 1971, Equitable organized a wholly-owned 
brokerage subsidiary, Equico Securities, Inc. (‘‘Equico’’), 
which is a member of the Philadelphia-Baltimore-Washing- 
ton Stock Exchange. Equico is not at present registered 
as a broker-dealer under the Securities Exchange Act of 
1934, nor is it at present a member of the NASD. Appli- 


cant is informed that Equico deals only in listed securities, 


and acts as a broker solely for Equitable. 


Applicant represents that neither Equitable nor Equico 
has ever engaged in securities transactions on behalf of 
the Fund or participated in the distribution of shares of 
the Fund. Furthermore, the Fund warrants that, so long 
as Walker remains a director of the Fund, it will not 
knowingly purchase any securities from or through, or 
sell any securities to or through, Equitable or any sub- 
sidiary of Equitable, and Equitable will not be permitted 
to participate in any distribution of the Fund's shares. 


Applicant represents that Walker in no way participates 
in the day-to-day operations of Equitable, and that he is 
neither a director nor an officer of Equico, nor in any 





















































other way a participant in the day-to-day operations of 


Equico. 


Section 2(a)(19) of the Act, in pertinent part, defines an 
“interested person” of an investment company and its 
principal underwriter to include any broker or dealer reg 
istered under the Securities Exchange Act of 1934, or 
any affiliated person of such broker or dealer. Section 
2(a)(3) of the Act defines an affiliated person of another 
person to include any director of such other person 


Walker, as director of Equitable, is an affiliated person of 
a broker or dealer, and is thus an “interested person” of 
the Applicant. 


Applicant contends that Walker should not be deemed 

an “interested person” of the Fund because his affiliation 
with Equitable does not affect, and will not impair, his 
independence in acting on behalf of Applicant and its 
shareholders, and the requested exemption is therefore 
consistent with the provisions of Section 6(c) of the Act 


Section 6(c) of the Act provides that the Commission 
may conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of persons, 
securities, or transactions from any provision of the Act 
or of any rule or regulation under the Act if and to the 
extent such exemption is necessary or appropriate in the 
public interest and consistent with the protection of in 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per 
son may, not later than May 7, 1973, at 5:30 p.m., sub 
mit to the Commission in writing a request for hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and 
the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicant at the address 
stated above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. At any time after 
said date, as provided by Rule 0-5 of the Rules and Reg 
ulations promulgated under the Act, an order disposing 
of the application herein may be issued by the Commis- 
sion upon the basis of the information stated in the ap- 
plication, unless an order for hearing upon said applica 
tion shall be issued upon request or upon the Commis 
sion’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7764/April 11, 1973 


Admin. Proc. File No. 3-4013 
In the Matter of 


THE VALUE LINE DEVELOPMENT 
CAPITAL CORPORATION 

5 East 44th Street 

New York, New York 10017 


and 


COAXIAL COMMUNICATIONS, INC. 
COAXIAL HOLDINGS, INC. 

5111 Ocean Boulevard 

Sarasota, Florida 33581 

(812-3240) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


On March 14, 1973, notice was issued of the filing of an 
application by The Value Line Development Capital Cor- 
poration (‘‘Value Line’’), a closed-end management invest- 
ment company registered under the Investment Company 
Act of 1940 (‘‘Act’’), and Coaxial Communications, Inc. 
(‘‘Coaxial’’) and Coaxial Holdings, Inc., both Delaware 
corporations, for an order of the Commission permitting 
the joint participation of Value Line, affiliated persons of 
Value Line, and affiliated persons of such persons in a 
proposed reorganization of Coaxial. The notice (Invest- 


ment Company Act Release No. 7723) gave interested per- 


sons an Opportunity to request a hearing and stated that 
an order disposing of the application might be issued up- 
on the basis of the information stated therein unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


Consideration has been given to the extent to which the 
basis of participation of Value Line in the proposed re- 
organization of Coaxial is on a basis different from, or 
less advantageous than, that of other participants, and it 
has been found that the participation of Value Line in 
the proposed reorganization of Coaxial is consistent with 
the provisions, policies and purposes of the Act. Accord- 
ingly, 


IT 1S ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, that the application for an 
order permitting Value Line and affiliated persons of 
Value Line and affiliated persons of such persons, to 
participate in the proposed reorganization of Coaxial be, 
and is hereby, granted. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7765/April 11, 1973 
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Admin. Proc. File No. 3-4252 
In the Matter of 


GROUP SECURITIES, INC. 
One Exchange Place 
Jersey City, New Jersey 07302 


and 


ROBERT H. CRAFT 

20 Exchange Place 

New York, New York 10005 
(812-3272) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR EXEMPTION 
FROM SECTION 2(a)(19) OF THE ACT 


NOTICE IS HEREBY GIVEN that Group Securities, Inc. 
(‘‘Company’’), a Delaware corporation registered under 
the Investment Company Act of 1940 (‘‘Act’’) as an 
open-end diversified management investment company, 
and Robert H. Craft (‘‘Craft’’), a director of the Com- 
pany, (hereinafter together referred to as ‘‘Applicants’’), 
have filed an application for an order of the Commission 
pursuant to Section 6(c) of the Act declaring that Craft 
shall not be deemed an “‘interested person’’ of the Com- 
pany within the meaning of Section 2(a){19) of the Act 
solely by reason of his status as a director of the Massa- 


chusetts Mutual Life Insurance Company (‘‘Mass Mutual”’), 


and a director of Mass Mutual Corporate Investors, Inc. 
(“Corporate Investors’’), and of Mass Mutual Income In- 
vestors, Inc. (‘‘Income Investors’’), companies affiliated 
with Mass Mutual. All interested persons are referred to 
the application on file with the Commission for a state- 
ment of the representations made therein, which are sum- 
marized below. 


Craft, a director of the Company, is also a director and 
member of the Executive and Investment Policy Commit- 
tees of Mass Mutual, a broker-dealer registered under the 
Securities Exchange Act of 1934. Mass Mutual, a major 
insurance company, is also the investment adviser to, and 
sponsor of, Corporate Investors and Income Investors, 
both of which are closed-end investment companies. 


The application states, among other things, that Craft's 
principal occupation is Chairman of the Board of Missis- 
sippi River Corporation and Chairman of the Finance 


Committee and Director of Missouri Pacific Railroad Com- 


pany. He is not an officer of Mass Mutual and Mass Mu- 
tual has never sold shares of the Company to the public 
nor executed transactions on behalf of the Company. The 
application further states that Mass Mutual has registered 
as a broker-dealer solely because it sells variable annuities, 
and that it does not otherwise act as a broker-dealer in 
any capacity. 


Applicant agrees that so long as Craft shall be a director 
of the Company, the Company will not permit Mass Mu- 
tual to sell its shares or to execute portfolio transactions 
on its behalf. Under these circumstances, Applicants state 
that there is no conflict of interest which would prevent, 
or tend to prevent, Craft from acting as a disinterested 

director of the Company. 
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Section 2(a)(19) of the Act, in pertinent part, defines an 
“interested person’ of an investment company as any 
broker or dealer registered under the Securities Exchange 
Act of 1934 or any affiliated person of such broker or 
dealer. Section 2(a)(3) of the Act defines an affiliated 
person of another person to include any director or em- 
ployee of such other person. 


Section 6(c) of the Act provides that the Commission 
may conditionally or unconditionally exempt any person 
from any provision of the Act if and to the extent that 
such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than May 7, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reasons for such request, and 
the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicants at the addresses set 
forth above. Proof of such service (by affidavit, or in case 
of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. At any time after said 
date, as provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of 
the application herein may be issued by the Commission 
upon the basis of the information stated in such applica- 
tion, unless an order for hearing upon such application 
shall be issued upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7766/April 11, 1973 


Admin. Proc. File No. 3-4249 
In the Matter of 


INVESTORS SYNDICATE OF AMERICA, INC. 

IDS MORTGAGE CORPORATION 

INVESTORS SYNDICATE DEVELOPMENT 
CORPORATION 

IDS Tower 

Minneapolis, Minn. 55402 


and 





INVESTORS SYNDICATE TITLE & 
GUARANTY COMPANY 

405 Lexington Avenue 

New York, New York 10017 

(812-3346) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER OF 
THE COMMISSION EXEMPTING CERTAIN TRANS 
ACTIONS FROM THE PROVISIONS OF SECTIONS 
17(a), 17(d) AND 17(e) OF THE ACT 


NOTICE IS HEREBY GIVEN that Investors Syndicate of 
America, Inc. (‘‘Syndicate’’), a Minnesota corporation reg- 
istered under the Investment Company Act of 1940 
(““Act’’) as a face-amount certificate company; |DS Mort- 
gage Corporation (‘Mortgage Corporation’’), which en- 
gages in the origination, purchase, sale and servicing of 
mortgages; Investors Syndicate Title and Guaranty Com- 
pany (‘’Title’’), a mortgage participation company which 
is wholly-owned by Syndicate; and Investors Syndicate 
Development Corporation (‘‘Development’’), a wholly- 
owned subsidiary of Syndicate involved in real estate ven- 
tures (hereinafter referred to collectively as ‘‘Applicants’’), 
have filed an application pursuant to Section 6(c) of the 
Act for an order of the Commission exempting the trans- 
actions described below from the provisions of Section 
17(a), 17(d) and 17(e) of the Act. All interested persons 
are referred to the application on file with the Commis 
sion for a statement of the representations contained 
therein, which are summarized below. 


In an application involving these same Applicants, the 
Commission, by Order dated October 8, 1971 (Invest 
ment Company Act Release No. 6766) (the ‘1971 Order’’), 
granted exemptions from the Act identical to those sought 
herein. The notice of that application (Investment Com- 
pany Act Release No. 6736) indicated that Applicants 
had agreed that any order issued pursuant to that applica- 
tion would be limited in duration to one year, at which 
time Applicants could seek to have such order renewed 
The purpose of the present application is to seek renewal 
of the 1971 Order for an indefinite period 


Applicants state that they are all affiliated persons and 
that they are all under the common control of Investors 
Diversified Services, inc. (‘‘Investors’’). Applicants request 
an exemption from the above provisions of Section 17 of 
the Act to permit Mortgage Corporation to sell mortgages 
to Syndicate and Title, and to permit the payment of fees 
to Mortgage Corporation in connection with mortgages 
sold to Syndicate and Title, and for origination and other 
services performed by Mortgage Corporation for Develop- 
ment. 


Applicants state that prior to 1966 the activities of In- 
vestors included mortgage brokerage, and that Investors 
Originated mortgages, sold them as required to Syndicate 
and Title and handled servicing pursuant to various ex 
emptive orders issued by the Commission. Investors trans- 
ferred its mortgage brokerage facilities to Mortgage Corpo- 
ration in 1966, but Mortgage Corporation, rather than 
selling mortgages directly to Syndicate or Title, continued 
a practice adopted by Investors sometime prior to 1966 
of finding potential borrowers, tendering the potential 
loans to correspondents, and subsequently servicing the 
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mortgages in the hands of Syndicate or Title after they 
were acquired from the correspondents. Applicants state 
that in connection with mortgages originated by Mortgage 
Corporation and subsequently acquired by Syndicate and 
Title, Mortgage received origination fees in the maximum 
amount of 1% of the purchase price pursuant to Section 
17{e)(2)(c). 


Applicants state that Syndicate and Title wish to acquire 
commercial mortgages for construction and permanent 
financing to be originated by Mortgage Corporation. Ap- 
plicants also state that for a variety of reasons, including 
the establishment of a stronger lien position, it would be 
best to incorporate such financing in one mortgage to be 
held by Mortgage Corporation during the construction 
period and assigned to the ultimate purchaser upon com- 
pletion of the improvements. Applicants also assert that 
if one set of documents could be used, Mortgage Corpora- 
tion, either Syndicate or Title, and the borrower could 
execute a ‘Buy-Sell Agreement’ under which the three 
parties would have a firm understanding as to the interim 
and permanent financing. This agreement would be sub- 
ject to specific performance by Syndicate or Title. Appli- 
cants further state that while such an agreement would 
not provide an absolute guarantee of performance by the 
borrower, it would put Syndicate or Title in a much 
stronger position to obtain the mortgages for which they 
issued commitments, and would thus avoid the necessity 
of locating other investments under less advantageous 
conditions. 


Applicants state that neither Syndicate nor Title possess 
the staff or facilities for mortgage origination or for ser- 
vicing and managing a mortgage portfolio. Consequently, 
Applicants state various services are currently being per- 
formed by Mortgage Corporation for Syndicate and Title 
pursuant to origination and servicing agreements entered 
into on January 2, 1967. Applicants also state that al- 
though they believe fees for servicing functions are not 
prohibited by Section 17 of the Act under ordinary con- 
ditions, such Section may apply to servicing fees charged 
on mortgages sold by Mortgage Corporation to Syndicate 
and Title. Applicants further state that the servicing fees 
charged on mortgages sold by Mortgage Corporation to 
Syndicate and Title, which charges will be the same as 
under the agreements entered into on January 2, 1967, 
are comparable to servicing fees charged to other mort- 
gage holders under servicing agreements with Mortgage 
Corporation, and with servicing fees charged generally in 
the industry. 


Applicants state that Development, which will enter into 
joint ventures and other real estate investment proiects, 
will require services and fees different than those involved 
in the origination and servicing of conventional mortgages. 
Thus, Development will advance all or a substantial part 
of the equity funds required by the venture and enter into 
partnership with a contractor and others, become a part 
owner of the property, with their cash advance being re- 
paid from the cash flow of the project. Applicants also 
state that such a joint venture, as opposed to a conven- 
tional mortgage, requires, among other things, market 
studies, negotiations, and financial projections. 


Applicants state that Mortgage Corporation's fee for such 
services would not exceed 5% of the equity of the venture 
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and would normally, but not necessarily, be paid by the 
contractor with the amount subject to negotiation between 
the parties. Applicants also state that Mortgage Corpora- 
tion contemplates an additional maximum commission of 
1%, paid by the mortgagor, in the venture proposal, as 
well as construction loan fees at the going market rate. 


Applicants state that with regard to joint ventures, Mort- 
gage Corporation may be required, among other things, to 
follow scheduling and construction, to supervise mainte- 
nance and management, to review financial records, and 
to recommend business decisions. Applicants also state 
that the payment of an annual management fee not to 
exceed 2% of the equity value, to be paid by Develop- 
ment to the extent of its interest in the venture, is fair 
and reasonable. 


Applicants state that the terms of the proposed transac- 
tions, including any consideration to be paid or received, 
are reasonable and fair and do not involve overreaching 
on the part of any person concerned. Applicants claim 
that the considerations conform to general practices in 
the industry and have been arrived at on the basis of ex- 
perience, arms-length bargaining, and full understanding 
of the costs and considerations involved. Applicants also 
state that each of them conducts business on a “‘profit- 
center concept” and each is desirous of achieving a profit- 
able operation. 


During the period from October 8, 1971, to October 7, 
1972, Mortgage Corporation assigned one mortgage in 
the amount of $1,200,000, to Syndicate, and ten mort- 
gages totaling $1,510,750, to Title. Mortgage Corporation 
acted as a broker in connection with the acquisition by 
Syndicate of 14 mortgages totaling $19,305,000. Appili- 
cants state that no joint ventures or real estate projects 
developed during this period because of adverse market 
conditions, but that they wish to retain the right to enter 
into such arrangements should appropriate opportunities 
arise. 


Section 17(a) of the Act, as here pertinent, prohibits any 
affiliated person of a registered investment Company from 
selling to or buying from such company any security or 
other property. Section 17(d) of the Act and Rule 17d-1 
thereunder, taken together, provide, as here pertinent, 
that it shall be unlawful for an affiliated person of a reg- 
istered investment company or an affiliated person of 
such a person, acting as principal, to participate in, or 
effect any transaction in which such registered company 
or a company controlled by such registered company is a 
joint or joint and several participant unless, prior thereto, 
an application regarding such arrangement has been filed 
with, and granted by, the Commission. Section 17(e)(1) 
of the Act prohibits an affiliated person of a registered 
investment company, acting as agent, from accepting from 
any source any compensation for the purchase or sale of 
any property to or for such company or its controlled 
companies. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondi- 
tionally exempt any person, security or transaction from 
any provision or provisions of the Act, or of any rule or 
regulation thereunder, if and to the extent that such ex- 
emption is necessary or appropriate in the public interest 
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and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


Applicants consent to the following conditions: 


(1) No mortgage sold to, or obtained for, Syndicate or 
Title by Mortgage Corporation shall involve a fee of more 
than 1% of the principal amount paid by the seller or 
mortgagor, provided that new construction financing by 
Mortgage Corporation in connection with any such mort- 
gages may involve such fee as may be negotiated between 
Mortgage Corporation and mortgagor; 


(2) No mortgage shall be sold to Syndicate or Title at a 
price in excess of the price committed by Syndicate or 
Title at the time of origination by Mortgage Corporation; 


(3) No mortgage shall be sold by Mortgage Corporation 
to, or purchased by, Syndicate or Title from Mortgage 
Corporation if such mortgage results from the sale of real 
estate owned by an affiliated person of the Applicants 
herein, or if the mortgagor is an affiliated person of Ap- 
plicants, except as herein otherwise provided with respect 
to enterprises entered into by Development; 


(4) Fees payable to Mortgage Corporation by Syndicate 
and Title for mortgage servicing and management shall be 
as follows: 


(a) Monthly management fees applicable to outstand- 
ing principal loan balances: 


1. Residential Loans & Properties 
All 


Management Fee 
1/12 of 1/8% 


2. Commercial Loans & Properties 
Up to $ 50,000 
$ 50,000 to $200,000 
$200,000 and over 


Management Fee 
1/12 of 1/8% 
1/12 of 1/12% 
1/12 of 1/24% 


(b) Acquisition-setup fees applicable to the original 
loan balances of new loans (single charge): 


1. Residential Loans 
All 


Acquisition Fee 
1/4% 


2. Commercial Loans Acquisition Fee 


Up to $ 50,000 1/4% 
$ 50,000 to $200,000 3/16% 
$200,000 and over 1/8% 


(c) Monthly servicing fees applicable to outstanding 
principal loan balances: 


1. Residential Loans 
All 


Servicing Fee 
1/12 of 3/8% 


2. Commercial Loans 
Up to $ 50,000 
$ 50,000 to $200,000 
$200,000 and over 


Servicing Fee 
1/12 of 3/8% 
1/12 of 1/4% 
1/12 of 1/8% 


with a joint venture or real estate investment project in- 
volving Development shall not exceed single charges of 













































5% on equity and 1% on mortgage investment, and a 2% 
annual charge on equity value for management and ser 
vicing functions performed, and construction financing 
fees at the going market rate where such financing is 
undertaken by Mortgage Corporation; 


(6) All fees in connection with joint venture or other real 
estate investment projects shall be negotiated between 
Development and Mortgage Corporation on the basis of 
factors involved in each individual venture or project, and 
shall be determined by management of Development to be 
fair and reasonable; 


(7) All transactions referred to herein shall be carried out 
in accordance with the representations made by Appli 
cants in the application for this order 


(8) Applicants will file with the Commission reports with 
respect to all fees paid to Mortgage Corporation in con 
nection with any joint venture or real estate investment 
project involving Development, such reports to be filed 
within thirty days of such payment. 


NOTICE IS FURTHER GIVEN that any interested per 
son may, not later than May 8, 1973, at 5:30 p.m., sub 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicants at the addresses 
stated above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. At any time after 
said date, as provided by Rule 0-5 of the Rules and Reg 
ulations promulgated under the Act, an order disposing of 
the application herein may be issued by the Commission 
upon the basis of the information stated in said applica 
tion unless an order for hearing upon said application 
shall be issued upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof 


For the Commission, by the Division of Investment Man 
agement Regulation, pursuant to delegated authority 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7767/April 11, 1973 


Admin. Proc. File No. 3-4253 
In the Matter of 
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THE FIRST BOSTON CORPORATION 
20 Exchange Place 

New York, New York 10005 
(812-3431) 


NOTICE OF APPLICATION FILED PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM SECTION 30(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that The First Boston Cor- 
poration (‘‘Applicant’’), on behalf of itself and duPont 
Glore Forgan Incorporated, Shearson, Hammill & Co. In- 
corporated and Walston & Co., Inc., as representatives 
(‘‘Representatives’’) of a group of underwriters of a pro- 
posed public offering of shares of common stock 
(“‘Shares’’) of CNA Income Shares, Inc. (““Company”’), a 
registered closed-end investment company, has filed an 
application pursuant to Section 6(c) of the Investment 
Company Act of 1940 (‘‘Act’’) requesting that Applicant 
and the Representatives and, to the extent necessary, their 
co-underwriters, be exempted from Section 30(f) of the 
Act, which incorporates Section 16 of the Securities Ex- 
change Act of 1934 (‘Exchange Act’’), in connection with 
their transactions incident to the distribution of Shares of 
the Company. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations contained therein, which are sum- 
marized below. 


Shares of the Company are to be purchased by the under- 
writers at a price of $13.80 per share pursuant to the 
underwriting agreement to be entered into between the 
Company and the Representatives. Upon the effective date 
of the Company’s registration statement filed under the 
Securities Act of 1933, the Shares will be sold to the pub- 
lic at a public offering price of $15 per share. Sales to 
selected dealers may be made by the Representatives, and 
by other underwriters with the consent of the Representa- 
tives, at the offering price less a concession of $.90 per 
share, and underwriters and such dealers may allow a dis- 
count of $.25 per share on sales to other dealers. The 
several underwriters are to pay the Representatives a fee 
of $.24 per share for their management of the offering. 


The application states that it appears likely that the Rep- 
resentatives and possibly one or more other underwriters 
will acquire individually from the Company in accordance 
with the provisions of the underwriting agreement more 
than 10% of the Shares of the Company which will be 
outstanding at the time of the closing with the under- 
writers (thus making them subject to the provisions of 
Section 16(b) of the Exchange Act), and that the Repre- 
sentatives, either alone or together with one or more such 
other underwriters, might acquire more than 50% of such 
Shares. Since the purpose of the purchase by the Repre- 
sentatives and the other underwriters is for resale in con- 
nection with the initial distribution of Shares of the Com- 
pany, it will be a transaction effected in connection with 
a distribution of a substantial block of securities within 
the purpose and spirit of Rule 16b-2 under the Exchange 
Act. 


The application further states that it is necessary for the 

Representatives to obtain the exemption requested by the 
application because of the requirements of the last clause 
of the first sentence of paragraph (a)(3) of Rule 16b-2 
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under the Exchange Act, since it appears likely that the 
aggregate participation of underwriters who would not re- 
quire an exemption from Section 16(b) of the Exchange 
Act will not be at least equal to the participation of the 
Representatives (and possibly other underwriters) who 
will require such exemption. 


Applicant asserts that in addition to purchases from the 
Company and sales to customers, there may be the usual 
transactions of purchase or sale incident to a distribution, 
such as stabilizing purchases, over-allotments, purchases to 
cover over-allotments and sales of Shares purchased in 
stabilization. 


Applicant states that no underwriter has any inside infor- 
mation or possibility of using inside information and that, 
in fact, there is no inside information in existence since 
the Company, prior to the initial distribution, will have 
virtually no assets or business of any sort. Applicant also 
states that no director or officer of any underwriter is a 
director or officer of the Company, although one of the 
directors of the Company was, until April 1972, a director 
of Applicant. 


Section 30(f) of the Act imposes the duties and liabilities 
of Section 16 of the Exchange Act upon, among others, 
beneficial owners of more than 10% of any class of out- 
standing securities of a registered closed-end investment 
company. Section 16 of the Exchange Act also contains 
reporting requirements and provisions for accountability 
for profits from purchases and sales or sales and purchases 
within six months of any equity security by those persons 
covered thereby. 


Applicant represents that the requested exemption from 
the provisions of Section 30(f) of the Act is necessary 
and appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


Section 6(c) of the Act authorizes the Commission to 
exempt any person, security or transaction, or any class 
of classes of persons, securities or transactions, from any 
provision or provisions of the Act or of any rule or reg- 
ulation thereunder, if and to the extent that such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested per- 


son may, not later than April 25, 1973, at 5:30 p.m., sub- 


mit to the Commission in writing a request for a hearing 
on the matter, accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of 
an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. At any time after said date, 
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as provided by Rule 0-5 of the Rules and ‘Regulations 
promulgated under the Act, an order disposing of the ap- 
plication herein may be issued by the Commission upon 


the basis of the information stated in said application, un- 


less an order for hearing upon said application shall be 
issued upon request or upon the Commission’s own mo- 


tion. Persons who request a hearing or advice as to wheth- 
er a hearing is ordered will receive notice of further devel- 


opments in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7768/April 12, 1973 


NOTICE OF PROPOSED AMENDMENTS TO REGULA- 
TION S-X AND RELATED INTERPRETATIONS AND 
GUIDELINES (S7-481) 


See Securities Act Release No. 5384/April 12, 1973 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7769/April 12, 1973 


Admin. Proc. File No. 3-4206 
In the Matter of 


LIFE INSURANCE COMPANY OF 
NORTH AMERICA 


and 


LIFE INSURANCE COMPANY OF 
NORTH AMERICA 
SEPARATE ACCOUNT A 
1600 Arch Street 
Philadelphia, Pennsylvania 19101 
(812-3376) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTIONS 22(d), 
26(a) AND 27(c}(2) AND PURSUANT TO SECTIONS 


11(a) AND 11(c) FOR APPROVAL OF EXCHANGE 
OFFER 


Life Insurance Company of North America, a stock life 
insurance company organized under the laws of the State 
of Pennsylvania, and Life Insurance Company of North 
America Separate Account A, a unit investment trust reg- 
istered under the Investment Company Act of 1940 
(“Act’’), (hereinafter called “Applicants’’), have filed an 
application pursuant to Section 6(c) of the Act for an 
order of the Commission exempting Applicants from cer- 
tain provisions of Sections 22(d), 26(a) and 27(c)(2) of 
the Act, and for approval of an offer of exchange under 
Sections 11(a) and 11(c) of the Act. 













































The Commission on March 16, 1973, issued a notice (In 
vestment Company Act Release No. 7727) of the filing of 
the application. The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the matter might be issued on the basis of 
the information stated therein unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing 


The matter having been considered, it is found that the 
quested exemption is appropriate in the public interest and 
consistent with the protection of investors and the pur 
poses fairly intended by the policy and provisions of the 
Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for the aforementioned exemptions 
from the provisions of Sections 22(d), 26(a) and 27(c)(2) 
of the Act be, and hereby is, granted, effective forthwith. 


IT 1S FURTHER ORDERED that the application for ap- 
proval, pursuant to Sections 11(a) and 11(c) of the Act, 
of the offer of exchange be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7770/April 13, 1973 


Admin. Proc. File No. 3-4258 
In the Matter of 


KEYSTONE CUSTODIAN FUNDS, INC. AS 
TRUSTEE FOR KEYSTONE CUSTODIAN FUND, 
SERIES S-4 

99 High Street 

Boston, Massachusetts 02104 

(812-3382) 


NOTICE OF APPLICATION FOR AN ORDER PUR 
SUANT TO SECTION 6(c) OF THE ACT EXEMPTING 
PROPOSED TRANSACTIONS FROM PROVISIONS OF 
SECTION 22(d) OF THE ACT AND RULE 22c-1 
THEREUNDER 


NOTICE IS HEREBY GIVEN that Keystone Custodian 
Funds, Inc., a Delaware corporation (‘‘Keystone’’), as 
Trustee of Keystone Custodian Fund, Series S-4 (the 
“Fund’’), which trust is registered as an open-end diversi- 
fied management investment company under the Invest- 
ment Company Act of 1940 (the ‘‘Act’’), has filed an 
application pursuant to Section 6(c) of the Act for ex- 
emption from Section 22(d) of the Act and Rule 22c-1 
thereunder to permit a public offering of Fund shares in 
Japan to Japanese and other non-United States nationals 
in accordance with Japanese law and regulations, but 
under terms and with sales charges which differ from the 
terms and charges described in the prospectus of the 
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Fund that is used in the United States. All interested per- 
sons are referred to the application on file with the Com- 
mission for a statement of the representations contained 
therein, which are summarized below. 


Section 22(d) of the Act provides, in substance, that no 
registered investment company may sell any redeemable 
security issued by it except either to or through a prin- 
cipal underwriter for distribution or at a current public 
offering price described in its prospectus. Such current 
public offering price includes the sales charge and is sub- 
ject to such terms and options as rights of accumulation, 
automatic withdrawal and purchases under a letter of in- 
tent as described in the prospectus. 


Rule 22c-1 under the Act provides, in pertinent part, that 
a redeemable security may be sold only at a price based 
on the current net asset value of the security which is 
next computed after receipt of an order to purchase such 
security. 


The application states that as a part of a single offering, 
the Nomura Securities Co., Ltd. of Japan (‘“Nomura’’) 
would purchase shares from the Fund at the net asset 
value next computed in accordance with Rule 22c-1 and 
subsequently, within a short period of time, resell these 
shares in Japan solely to non-United States nationals. The 
.purchase price on resale would be the lesser of the price 
at which Nomura purchased such shares from the Fund 
or the then prevailing current net asset value, i.e., the net 
asset value determined as of the close of the market on 
the previous day, plus a sales charge not in excess of the 
sales charge permitted under applicable Japanese regula- 
tions. The sale of these shares in Japan will be subject to 
Japanese regulations and Japanese marketing practices, 
and differences in the sales charges and related terms and 
conditions are described as necessary as a practical matter 
for the Fund’s entry into the Japanese capital market. 


The application also states that under Japanese regulations, 


in order for Nomura to make an initial block offering, 
Nomura must make sales at a known price, and it is for 
this reason that the sale price initially will be based upon 
a previously determined net asset value. After the initial 
single offering, Nomura will continue to offer shares of 
the Fund in Japan upon the same terms described herein, 
but at a price based upon the net asset value of the shares 
next computed by the Fund in accordance with Rule 
22c-1. 


The application further states that the maximum sales 
charge to be charged to purchasers of shares of the Fund 
in Japan will be less than the sales charge in effect in the 
United States, and the reduced charges for larger quanti- 
ties will be different from those applying to sales in the 
United States. A minimum purchase requirement will be 
applicable to Japanese purchases while there is no such 
requirement in the United States. Keystone represents 
that permissable sales charges in Japan are determined by 
the various securities dealers associations as a matter of 
self-regulation. Nomura, in consultation with the Tokyo 
Securities Dealers Association (““TSDA"’), has determined 
that sales charges and break points imposed on sales of 
foreign funds in Japan should be fairly closely related to 
those currently prevailing for similar Japanese mutual 
funds. The TSDA has reviewed the charges proposed for 
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the sale of the Fund and has found them acceptable. No 
objection will be raised with respect to those charges ex- 
cept that some future minor modification may be made 
as noted below. Although the TSDA position does not 
have the formal stature of a decree or regulation, mem- 
bers must comply with it as a practical matter. The Fund ' 
has been advised by Nomura that the imposition of the 

same schedule of sales charges used by the Fund in the 
United States would not be appropriate. 





Keystone contends that such options as rights of accumu- ( 
lation, automatic withdrawal, aggregation of purchases by ( 
“any person” under Rule 22d-1, and purchases under a } 
letter of intent, would not be available under the pro- 

posed offering in Japan at the present time, and that it 

is not the present practice in Japan to permit a lower 

sales charge on the basis of letters of intention or shares 
previously purchased by an investor. Therefore, the pres- 

ent practice in that country does not encompass such 

rights 


Keystone also contends that in sum, shares of the Fund 
would be required to be sold with a sales charge which 
would differ from the sales charges described in the cur- 
rent prospectus of the Fund that is used in the United 
States and, hence, the public offering price in Japan 
would differ from the public offering price described in 
the current prospectus. 


The following table included in the application compares 
the sales charges and break points applicable to sales of 
the Fund shares in the United States to the proposed 
sales charges and break points expected to be applicable 
in Japan: 





% 


Keystone Custodian Fund, Series S-4 
U.S. sales charges and break points 
On Individual Sales of Sales Charge as 
a Percentage of 
the Sales Price 


Less than $ 15,000 8.75% 

S$ 15,000 or more but less than 25,000 8.75% . 
25,000 or more but less than 50,000 6.50% 
50,000 or more but less than 100,000 5.00% 

100,000 or more but less than 250,000 3.75% 
250,000 or more but less than 500,000 2.75% 
500,000 or more but less than 1,000,000 2.25% 
1,000,000 or more 1.00% 


The current official dollar to yen exchange rate is 
1:308. 


Keystone Custodian Fund, Series S-4 

Proposed Japanese Sales charges and break points 
Amount of Purchase Sales Charge as a 

Percentage of the 

Sales Price 






a 





Y 500,000 but less than Y5 million 6.10% 
Y5 million but less than Y10 million 5.25% 
Y10 million but less than Y100 million 4.31% 
Y100 million and over 3.38% } 








































— 





it is possible that the proposed sales charges in Japan may 
later have to be slightly modified to permit a sales charge 
of 6.54% with regard to the maximum and a saies charge 
of 2.91% with regard to the minimum to meet amended 
Japanese requirements, and the requested exemption 
would also apply to such a change. 


Section 6(c) of the Act permits the Commission to exempt 
any person, security, or transaction, or any class or classes 
of persons, securities or transactions, from the provisions 
of the Act and rules promulgated thereunder if and to the 
extent that such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


Keystone represents that the exemption of said proposal 
from the provisions of Section 22(d) of the Act and Rule 
22c-1 thereunder, pursuant tu Section 6(c), is necessary 
and appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per 
son may, not later than May 9, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per 
son being served is located more than 500 miles from the 
point of mailing) upon applicant at the address stated 
above. Proof of such service (by affidavit, or in case of 

an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. At any time after said date, 
as provided by Rule 0-5 of the rules and regulations pro- 
mulgated under the Act, an order disposing of the applica- 
tion herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to whether a 
hearingis ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing 

(if ordered) and any postponement thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 370/April 9, 1973 


See Securities Exchange Act Rel. No. 10090/April 9, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 371/April 10, 1973 


Admin. Proc. File No. 3-4125 
in the Matter of 


HENRY YOUNG & COMPANY 
San Francisco, California 


(801-2350) 
GEORGE KENNETH KNOX 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings pursuant to Section 203 of the In 
vestment Advisers Act, Henry Young & Company (‘reg 
istrant’’), a registered investment adviser, and George Ken 
neth Knox, its president and sole shareholder, solely for 
purposes of settlement, admit the allegations in the order 
for proceedings and consent to findings of willful viola 
tions in accordance with that order and to entry of an 
order revoking registrant’s investment adviser registration 
and barring Knox from becoming associated with any 
registered broker-dealer, investment adviser or investment 
company. 


On the basis of the order for proceedings and respondents 
consent, it is found that, from about May 1972 to Jan 
uary 1973, registrant, together with or willfully aided and 
abetted’ by Knox, willfully violated the anti-fraud provi 
sions of Section 206 of the Advisers Act, Section 17(a) 

of the Securities Act and Section 10(b) of the Securities 
Exchange Act and Rule 10b-5 thereunder, in that they 
represented to a customer that her funds had been in 
vested for her account when in fact respondents had ap 
propriated portions of the funds to their own purposes 


In view of the foregoing, it is in the public interest to 
impose the sanctions to which respondents have con 
sented. 


Accordingly, 1T 1S ORDERED that the registration as an 
investment adviser of Henry Young & Company be, and 
it hereby is, revoked; and that George Kenneth Knox be, 
and he hereby is, barred from becoming associated with 
any registered broker-dealer, investment adviser or invest 
ment company. 


For the Commission, by the Office of Opinions and Re 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 372/April 13, 1973 


See Securities Exchange Act Release No. 10108/April 
13, 1973 
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LITIGATION 





Litigation Release No. 5833/April 9, 1973 


SEC v. MUMMA OIL AND GAS COMPANY, et al. 
(D. Md.) 


William R. Schief, Administrator of the Washington Re- 
gional Office of the Securities and Exchange Commission, 
today announced that on March 30, 1973, the Honorable 
C. Stanley Blair, United States District Judge for the Dis- 
trict of Maryland, entered a final judgment permanently 
enjoining Clyde Pierce Mumma of Bethlehem, Pennsy!I- 
vania and Clyde F. Mumma of Allentown, Pennsylvania. 


The order to which the defendants consented, without 
admitting or denying the allegations of the complaint, en- 
joins the defendants from future violations of the registra- 
tion requirements of the Securities Act of 1933 and anti- 
fraud provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 in connection with the 
offer and sale of fractional undivided working interests in 
oil and gas leases of Mumma Oil and Gas Company or of 
any other securities. 


For further information see Litigation Release Nos. 5658, 
*5679, and 5760. 





Litigation Release No. 5834/April 9, 1973 
SEC v. U.S. GAS & OIL CO., et al. (N.D. Ohio) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission today 
announced that on April 2, 1973 the Honorable Thomas 
Lambros, Judge of the United States District Court for 
the Northern District of Ohio, Eastern Division, Cleveland, 
entered a final judgment of permanent injunction against 
U.S. Gas & Oil Co., an Ohio corporation, located in 
Beachwood, Ohio. The order to which the defendant con- 
sented, through its receiver, without admitting or denying 
the allegations of the complaint enjoined U.S. Gas & Oil 
Co. from further violations of the registration and anti- 
fraud provisions of the Securities Act of 1933, as amend- 
ed, and the anti-fraud provisions of the Securities Ex- 
change Act of 1934, as amended, in the offer and sale of 
any securities, including but not limited to, fractional un- 
divided working interests in oil and gas leases or wells of 
said defendant. 


For further details see Litigation Release No. 5537. 





Litigation Release No. 5835/April 9, 1973 


The Securities and Exchange Commission today an- 
nounced that on March 28, 1973 The United States Court 
of Appeals For The Seventh Circuit granted the Commis- 
sion’s Petition for a Writ of Mandamus directing Judge 
Joseph Sam Perry of the United States District Court for 
the Northern District of Illinois to enter the proposed 
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order of the Commission, permanently enjoining defend. 
ants Peter D. Giachini and John J. Murphy, Chairman of 
the Board and President respectively of Advance Growth 
Capital Corporation, from further violations of the self. 
dealing provisions, Sections 17(a) and 17(d) and Rule 
17d-1 thereunder, and the false filing provisions, Section 
34(b), of the Investment Company Act of 1940. 





The Writ of Mandamus also provided that any further 


proceedings will be governed by the provisions of para- T 
graphs 9(a)(2) and 9(c) of the Investment Company Act, c 
which provide that, absent authorization by the Commis. | a 


sion, persons subject to an injunction against further vio- 
lation of the federal securities laws may not serve ina 

fiduciary position with or in the employ of a registered t 
investment company. 


ow 


_~ an 


For further information see Litigation Release Nos. 4346, 
4392, 5159, and 5651. 





Litigation Release No. 5836/April 9, 1973 


Floyd H. Gilbert, Administrator of the Boston Regional 
Office of the Securities and Exchange Commission and 
the Honorable Carol Jones, United States Attorney for 
the District of New Hampshire, today jointly announced 
that Seymour Berman, 52, of Kearsarge, New Hampshire 
was convicted in the U.S. District Court at Concord, New 
Hampshire, after a trial by jury, of six counts of mail 
fraud. Chief Judge Hugh H. Bownes has set April 24, 
1973 at 11:00 A.M. as the date and the time for sen- 
tencing. 


i i, el i 


g 





A joint investigation conducted by Inspector A. F. Lam- 
den, of the U.S. Postal Inspection Service’s Boston office 
and Arthur F. Carr, Special Trial Counsel on the staff of | 
the Commission’s Boston Regional Office, revealed that 
Berman had devised a scheme and artifice to defraud 
whereby he obtained monies from professional persons, 
ostensibly for the purpose of investing on their behalf in 
“Keogh Trust’’ pension plans, mutual funds and insurance 
purchases, and then appropriated the monies so obtained 
to his own use and purposes. 


U. S. Attorney Jones and Assistant U. S. Attorney Roger 
Gauthier handled the matter on behalf of Mr. Jones’ 
office. 





Litigation Release No. 5837/April 9, 1973 


Robert A. Morse, United States Attorney for the Eastern 
District of New York, Dennis E. Dillon, attorney-in-charge 
of the Justice Department's Strike Force against Organized 
Crime for the Eastern District of New York and William 

D. Moran, Administrator of the New York Regional Office, 
announced that on April 4, 1973, a special federal grand | 
jury returned indictments against Dennis Carroll, Silver 
Spring, Maryland; George Cohen, Miami Beach, Florida; 
J. David Crosby, Montreal, Canada; Lawrence Gilbert, 
Miami Beach, Florida; Gunther Hermann, West Germany; 
Nigel Hollings, Toronto, Canada; Louis Kaye, Paramus, 
New Jersey; Leonard Kozman, Cleveland, Ohio; Raymond 


| 


o 





vth 


on 


re 
lew 


ice 


of 


in 
nce 


jer 


rge 
ized 


fice, 


id 


y; 


nd 





Monacelli, Euclid, Ohio; James Morse, Las Vegas, Nevada; 
Henry C. Percevault, Danville, New Jersey; Andrew Pilato, 
Ridgewood, New Jersey; Norman Rubinson, Miami Beach, 
Florida; Albert Sprung, i’. soklyn, New York; Murray 
Taylor, Riverdale, New York; Arthur Tortorella, also 
known as Artie Todd, Brooklyn, New York; Alex 
Alexander, Cleveland, Ohio and Equity Financial Trading 
Corporation, a Florida corporation. 


The three count indictment charged the defendant with 
conspiracy to violate and substantive violations of the 
anti-fraud provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 for their activities in 
connection with an alleged manipulation of the price of 
the common stock of Fleurette, Incorporated, a Florida 
corporation. Named as co-conspirators were Fredrick Von 
Hesse, also Known as Fred Hesse, Joseph Garofolo, Fred 
Goodman and Maxwell Forster. 


The indictments charged the defendants with using 
fraudulent means to artifically inflate the price of Fleurette 
stock from one dollar per share in April, 1970, to ten dol- 
lars per share in September of the same year. It is alleged 
that illegal commissions were paid by the promoters of 

the Fleurette issue to bribe various stockbrokers and cus- 
tomers men to tout the stock to innocent purchasers. The 
defendants were further charged with helping to create a 
market for the stock by making false and misleading state- 
ments concerning the company’s operations and future 
prospects. 


The case was presented to the Grand Jury by the Strike 
Force, based upon evidence gathered in an eighteen month 
investigation conducted by the staff of the Commission. 





Litigation Release No. 5838/April 9, 1973 


SEC v. GOLDSTEIN, SAMUELSON, INC. (C.D. Ca.) 
Gerald E. Boltz, Administrator of the Los Angeles Re- 
gional Office of the Securities and Exchange Commission, 
announced that the Honorable Robert J. Kelleher, U. S. 
District Judge, Central District of California, on April 3, 
1973 continued until May 15, 1973 at 9:30 A.M. the 
hearing to show cause why a preliminary injunction 
should not be issued against Goldstein, Samuelson, Inc. 
and Harold Goldstein as requested in the Commission's 
complaint filed on March 5, 1973. 


On March 29, 1973 Ronald Walker, Referee in Bank- 
ruptcy, appointed Curtis B. Danning, 15233 Ventura 
Boulevard, Sherman Oaks, California 91403, receiver for 
Goldstein, Samuelson, Inc. after a Petition in Bankruptcy 
had been filed by certain creditors of this firm. 


On April 3, 1973 the Court of Appeals for the Ninth Cir- 
cuit dismissed the Commission’s appeal of Judge Kelleher’s 
order discharging the Temporary Equity Receiver. 


Judge Kelleher also ruled on April 3rd that a temporary 
restraining order entered on March 16, 1973 restraining 
the defendants from offering or selling commodity op- 
tions and from engaging in conduct which might dissipate 
the assets of Goldstein, Samuelson, Inc. or make unavail- 


















































able its business records shall remain in effect until furth- 
er order of the Court, except to the extent that it might 
conflict with the bankruptcy proceedings. 


For further information see Litigation Release Numbers 
5770, 5767 and 5816. 





Litigation Release No. 5839/April 10, 1973 


William S. Sessions, United States Attorney for the West 
ern District of Texas, and Donald J. Stocking, Admin 
istrator of the Denver Regional Office of the Securities 
and Exchange Commission, announced today that a fed 
eral grand jury in El Paso, Texas, (United States District 
Court, Western District of Texas) has returned an eleven 
count sealed indictment made public on April 6, 1973, 
charging Charles E. Graham, Jr., of Austin, Texas, and 
Edward Henry Ashdown, of Los Angeles, California, with 
criminal violations of the anti-fraud provisions of the 
Securities Act of 1933 and mail fraud in connection with 
the sale of stock of Mountain States Development Com 
pany, a Utah corporation, whose stock was traded on the 
Salt Lake Stock Exchange. C. Scott Ferguson and Irvin 
Cobb of El Paso, Texas, were named as co-schemers, but 
not defendants. 


The indictment charges a scheme whereby in July of 
1967, defendant Graham purchased one million shares of 
Mountain States Development Company and caused 
Mountain States to purchase interests in nine oil leases 
from Graham Oil Company, a partnership dominated and 
controlled by defendant Graham and caused Mountain 
States to assess its shareholders at the rate of 16¢ per 
share on or about January 8, 1968. The alleged scheme 
also involved causing Mountain States to acquire the 
stock of Laser Power Industries, Inc., of Nevada, on or 
about August 10, 1967. 


The indictment charges that the defendants made false 
statements of material facts and omissions to state ma 
terial facts, including, but not limited to, the following 
That Mountain purchased nine oil leases from Graham 
Oil Company when the defendants omitted to state the 
leases were subject to prior liens and assignments; that 
Mountain owned 90% of the common stock of Laser 
Power Industries, Inc. of New Mexico, when the defend- 
ants omitted to state that 95% of the stock of that com- 
pany was owned by other parties; and that Mountain's 
earnings during the first quarter of 1968 were $802,362.30 
or 10¢ per share, when the defendants omitted to state 
Mountain had a loss of $29,624.70, more or less, for the 
first quarter of 1968. The indictment charges the defend- 
ants received over $545,000.00 from sales of stock. The 
— of the scheme, according to the indictment, was 
from on or about January 1, 1967, through on or about 
December 31, 1968. 


The investigation leading to the referral of this case for 
criminal prosecution was conducted by staff members of 
the Denver Regional Office. The matter was presented to 
a federal grand jury by Robert G. Clark of the Fraud Sec- 
tion, Criminal Division, Department of Justice. 
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Litigation Release No. 5840/April 10, 1973 
SEC v. INVESTMENT/INDICATORS FUND (N.D. Ca.) 
INVESTMENT/INDICATORS RESEARCH & 
MANAGEMENT, INC 


Gerald E. Boltz, Regional Administrator of the Los 
Angeles Regional Office, and Leonard H. Rossen, Associ 
ate Regional Administrator of the San Francisco Branch 
Office announced that on March 20, 1973, Judge Lloyd 
H. Burke of the District Court for the Northern District 
of California permanently enjoined Investment/Indicators 
Fund (“Fund”), a registered investment company, and 
Investment/Indicators Research & Management, Inc. 
(“IIRM’’), former investment adviser to Fund, from viola 
tions of Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder with respect to Fund’s securi 
ties or any other securities. Fund and I1RM consented to 
the entry of the injunction without admitting or denying 
the allegations in the Commission's complaint 


The complaint was filed on December 23, 1970. It 
Fund and I1RM with failing to disclose IIRM’s 
insolvency and certain contingent liabilities of Fund and 
charged I1RM with misappropriating Fund's assets. 


charged 


For further information see Litigation Release 4862 





Litigation Release No. 5841/April 11, 1973 


SEC v. COMMODITY OPTIONS INTERNATIONAL, 
INC., et al. (C.D. Cal.) 
Gerald E. Boltz, Administrator of the Los Angeles Re 


gional Office of the Securities and Exchange Commission, 
announced that a complaint had been filed April 6, 1973 
in the United States District Court at Los Angeles, Cali 
fornia, seeking to enjoin Commodity Options Interna 
tional, Inc., a California corporation, Double Option Sys- 
tems, Inc., a California corporation, Josef Rotter of Los 
Angeles, principal officer and shareholder of Commodity 
Options International, lnc. and Double Option systems, 
Inc., C. R. Richmond & Co., a California corporation, and 
Curtis R. Richmond of Los Angeles, its president and sole 
stockholder, from violating the registration provisions of 
the Securities Act of 1933 in connection with the offer 
and sale of certain securities. 


The complaint describes the securities as instruments 
which in form purport to be options on commodities 
futures but which in substance obligate Commodity Op- 
tions International, Inc. upon certain contingencies to pay 
a sum of money to investors in excess of the sum invested 
with the defendants by those investors. According to the 
complaint the promised return is calculated upon the 
basis of market price movements of certain unregulated 
commodities, but neither the ‘‘option’’ acquired nor the 


payment made by an investor has any direct relationship 
to any commodities futures or actual commodities that 
may be bought or sold by Commodity Options Interna- 
tional, Inc. and Double Option Systems, Inc. Instead, the 
investment of all investors is subjected to the risks of the 
corporate enterprise of Commodity Options International, 
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Inc. which has no obligation to any investor to buy or f 
sell commodities or commodities futures and may, if it E 
chooses, devote the funds received to any unrelated pur a 


pose as it sees fit. The complaint further alleges that ‘ V 
whether the promised payment can or will be made to in Q 
vestors is dependent upon the success of Commodity | 
Options International, Inc. in the management of the ' 
corporate enterprise to which the investors funds have , i 
been committed. The complaint alleges that these instru @ 
ments are investment contracts, evidences of indebtedness \ 
and instruments commonly known as a security. \ 
c 
On April 6, 1973 the Honorable Malcolm M. Lucas, " [ 
United States District Judge in Los Angeles, entered an ( 
order permanently enjoining Commodity Options Interna ; 
tional, Inc., Double Option Systems, Inc. and Josef Rotter 
from violating the registration provisions of the Securities 
Act of 1933 and appointed a permanent equity receiver | 
for Commodity Options International, Inc. and Double 
Option Systems, Inc. Commodity Options International, ( 
Inc., Double Option Systems, Inc. and Josef Rotter con 
sented to the entry of final judgment of permanent in ‘ 
junction and appointment of permanent receiver without ( 
admitting or denying the allegations of the Commission's | 


complaint 


On April 6, 1973 the Court appointed Robert E. Schuitz | 
of Los Angeles, California, the permanent equity receiver | 
for Commodity Options International, Inc. and Double 

Option Systems, Inc 





Litigation Release No. 5842/April 11, 1973 
SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10098/April 11, 1973 


The Securities and Exchange Commission (‘‘Commission’)  , 


today announced that it filed a complaint in the United | 
States District Court for the Southern District of New 
York seeking to enjoin Accurate Calculator Corporation | 


(‘‘Accurate’’), Howard P. Effron (“Effron’’), Irwin 
Schwartz (‘Schwartz’), Douglas Maltz (‘‘Maltz’’), 
Anthony Salerno (‘‘Salerno’’), Claire Kwaitkowski 
(‘“‘Kwaitkowski’’) and Murray Geller (‘‘Geller’’) from vio- 
lating the registration provisions of the Securities Act of 
1933 (‘Securities Act’), and, Accurate, Effron, Schwartz, 
Jack Fraenkel (‘‘Fraenkel’’) and Maltz from violating the 
anti-fraud provisions of the Securities Exchange Act of 
1934 (‘Exchange Act’’). In its complaint the Commission 
also requested the Court to appoint a receiver for Defend- 
ant Accurate with directions and authority to, among 
other things, take custody, control and possession of all 
assets of Defendant Accurate, oversee the operations of 
the company and take the necessary steps to obtain funds 
and securities diverted from the company by Effron and 
others. 


| 


The Commission’s complaint specifically alleges that the 
Defendants Accurate, Effron, Schwartz, Salerno, Kwait- 
kowski, Geller, and Maltz, directly and indirectly violated 
Section 5 of the Securities Act, in connection with sales 
of unregistered securities of Defendant Accurate. In this 
regard the complaint alleges that Defendants Schwartz and 
Effron devised a plan to develop a trading market in the 
securities of Defendant Accurate in the United States. As 































































part of this effort the complaint alleges that Defendant 
Effron placed approximately 605,000 shares of Defend- 
ant Accurate’s common stock with approximately 37 in 
vestors and that Defendant Maltz, one of these investors, 
acquired 180,000 shares of Defendant Accurate’s stock. 
it is further alleged that pursuant to an undisclosed ar- 
rangement, Defendant Effron had a substantial beneficial 
interest in Defendant Maltz’s shares and that Maltz sold 
a portion of his shares to residents of the United States 
when no registration statement was on file or in effect 
with Plaintiff Commission. In addition, the complaint 
alleges that Defendants Salerno, Kwaitkowski, and Geller 
purchased the securities of Accurate with a view toward 
distributing said securities to residents of the United 
States. 


The complaint further alleges that Defendants Accurate, 
Effron, Schwartz, Fraenkel and Maltz violated Section 
17(a) of the Securities Act and Section 10(b) of the Ex 
change Act and Rule 10b-5 as promulgated thereunder. 
As part of the anti-fraud allegations, Defendant Effron is 
alleged to have diverted for his own use and benefit and 
other non-corporate purposes a substantial portion of the 
proceeds of an offering of Defendant Accurate’s securities 
in Canada. Defendants Accurate, Schwartz and Effron 
were additionally charged with the violation of the anti- 
fraud provisions of the Exchange Act in connection with 
the preparation and dissemination of a false and mislead 
ing prospectus used in the Canadian offering. Defendant 
Fraenkel was charged with participating with Defendants 
Effron and Schwartz in a fraudulent scheme to circum- 
vent the requirements of the Quebec securities laws by 
providing the Quebec Securities Commission with false 
and misleading information concerning the ownership of 
a substantial portion of Defendant Accurate’s unregistered 
securities. Additionally Defendant Maltz was charged with 
violations of the anti-fraud provisions of the Exchange 
Act in connection with his sale of Defendant Accurate’s 
securities while in possession of material non-public infor- 
mation concerning Defendant Accurate. 


The Commission also announced today, as part of the 
Accurate matter, the commencement of public administra- 
tive proceedings naming as respondents Holland Andrews 
& Perrier, Inc., Alan Perrier, Kippen & Co., Inc., Kippen 
Canada Corp., Bruce Kippen (‘‘Kippen’’), Chartered New 
England Corp., and E. F. Henderson & Co. In the order 
for proceedings each of the respondents are charged with 
violation of Section 5 of the Securities Act in that they 
offered to sell, sold or delivered after sale, shares of the 
common stock of Accurate when no registration statement 
was on file or in effect as to said securities pursuant to 
the Securities Act. 


Additionally, Kippen, Kippen & Co., and Kippen Canada 
Corp., were charged with violations of Section 15c2 of 
the Exchange Act and Rule 15c2-11 promulgated there- 
under, in that said respondents submitted quotations for 
the securities of Accurate for publication in a quotation 
medium based upon information which said respondents 
had a reasonable basis for believing was not true and cor- 
rect or reasonably current and which was obtained by 
them from sources which they had no reasonable basis for 
believing were reliable. In this connection, Kippen, Kip- 
pen & Co., and Kippen Canada Corp were charged with 


violations of Section 10(b) of the Exchange Act and 
Rule 10b-5 as promulgated thereunder 


The order for proceedings further charges that each of 
the respondents failed to reasonably supervise, with a 
view to preventing the violations alleged, persons who 
were subject to their supervision and who committed 
such violations 





Litigation Release No. 5843/April 11, 1973 


SEC v. CONTINENTAL COMMODITIES CORPORA 
TION, et. al. (N.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth Re 
gional Office of the Securities and Exchange Commission, 
today announced that Federal District Judge Robert M 
Bill at Dallas, Texas entered an order on April 9, 1973 
denying the Commission's motion for preliminary injunc 
tion against Continental Commodities Corporation and 
Charles L. Long, both of Dallas, and Continental Com 
modities Trading Co., of Los Angeles, Judge 
Bill stayed the effectiveness of his order for sixty days 


california 


The Commission's complaint, filed March 21, 1973, 
alleged Continental Commodities Corporation, Continental 
Commodities Trading Co. and Long offered and sold un 
registered promissory notes and investment contracts in 
volving commodity options in violation of the securities 
registration and anti-fraud provisions of the federal securi 
ties laws. 


Also on Aprii 9, 1973 Judge Bill ordered Long to turn 
over all books, records and assets of Continental Com 
modities Corporation and Continental Commodities Trad 
ing Co. to the temporary receiver for both companies, 
Dallas attorney Martin Frost 


For further information see Litigation Release No. 5802 





Litigation Release No. 5844/April 11, 1973 


The Securities and Exchange Commission announced to 
day that Judge John H. Pratt of the U.S. District Court 
for the District of Columbia has entered a Final Judg 
ment of Permanent Injunction requiring Design-A-Phone, 
Inc. (‘‘Design’’), Jordan, New York, and Joseph J. Solon 
(“Solon”), a director and controlling person of Design, 
New York City, to file certain delinquent periodic reports 
on Form 10-O and Form 10-K with the Commission pur 
suant to Section 15(d) of the Securities Exchange Act of 
1934 (“Exchange Act’’) and enjoining Design and Solon 
from further violations of Section 15(d) of the Exchange 
Act. Design and Solon consented to the court ordet 


The Commission had filed a complaint seeking the injunc 
tion on February 1, 1973. For further details see Litiga 
tion Release No. 5717. 
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Litigation Release No. 5845/April 11, 1973 


SEC v. ALDERSGATE FOUNDATION, INC., et. al. 
(M.D. Fla.) 


Jule B. Greene, Regional Administrator, and Michael J. 
Stewart, Associate Regional Administrator of the Atlanta 
Regional Office of the Securities and Exchange Commis- 
sion, today announced that the Commission filed a Com- 
plaint in the United States District Court at Orlando, 
Florida, charging Aldersgate Foundation, Inc. (‘‘Alders- 
gate’’), M. Fred Toms (‘‘Toms’’), George A. Gant 
(“Gant”), J. Craig Biddle (‘‘Biddle’’) and Fred W. Hallauer 
(‘“‘Hallauer’’), all of Orlando, Florida, with violations of 
Section 17(a) of the Securities Act of 1933 and Section 
10(b) of the Securities Exchange Act of 1934 and Rule 
10b-5 thereunder, in connection with the offer and sale 
of ‘‘First Mortgage 7 Percent Sinking Fund Bond/s/" 
(‘Bonds’) of Aldersgate. The Commission’s complaint 
also seeks the appointment of a receiver for Aldersgate. 


The Complaint alleges that since in or about September 
1969, the defendants Aldersgate, Toms, Gant, Biddle and 
Hallauer, in connection with the offer and sale of approx- 
imately $17,000,000 of Aldersgate’s bonds, made untrue 
statements of material facts and omitted to state material 
facts concerning the financial condition of Aldersgate, 
the safety and security of an investment in Aldersgate’s 
bonds and the use to which proceeds from the sale of 
these ponds would be put. 





Litigation Release No. 5846/April 12, 1973 


UNITED STATES v. JOHN OSORIO, WAGGONER CARR 
and JOE P. NOVOTNY (N.D. Tex.) 


Robert F. Watson, Regional Administrator of the Fort 
Worth Regional Office of the Securities and Exchange 
Commission, and Frank McCown, United States Attorney 
for the Northern District of Texas, jointly announced to- 
day that on March 22, 1973 Waggoner Carr of Austin, 
Texas and John Osorio of Dallas, Texas were acquitted 
after a 15-day jury trial in Federal District Court at Dal- 
las on 12 counts of mail fraud involving the issuance of 

a $550,000 note guaranteed by National Bankers Life 
Insurance Company to purchase control of South Atlantic 
Company of Dallas, which controlled RIC International 
Industries, Inc. of Dallas, formerly listed on the American 
Stock Exchange. 


Prior to trial on March 5, 1973 Joe P. Novotny of New 

Orleans, Louisiana, formerly of Houston, Texas, pleaded 
guilty to one court of mail fraud. Sentencing of Novotny 
has been deferred. 


For further information see Litigation Release Nos. 4879, 
4904 and 5175. 





Litigation Release No. 5847/April 12, 1973 


UNITED STATES v. UNITED AUSTRALIAN OIL, 
INC., et. al. (N.D. Tex.) 


42/SEC DOCKET 





Robert F. Watson, Administrator of the Fort Worth Re. 
gional Office of the Securities and Exchange Commission, 

and Frank McCown, United States Attorney for the North. % 
ern District of Texas, today jointly announced the return 

of a 42-count criminal indictment in Federal District 

Court at Dallas, Texas on April 5, 1973 against United 
Australian Oi], Inc. of Dallas and eighteen individuals in- 
cluding Archie S. Barnhill, Ernest O. Blakeway, Gerald , 


Mu 
all 


Burch, Wallace L. Hammer, Kenneth Mjaaland and Ross - 
H. Scott, all of Dallas, Charles |. Allen and Hardy B. 

Todd, both of Oklahoma City, Oklahoma, Charles H. lat 
Farr of Norman, Oklahoma, Roy J. Pray, Canon City, 

Colorado, Neva J. Jackson, Scottsdale, Arizona, Edward { Fc 
J. Prince, Riverside, Illinois, Warren W. Stepp, Springfield, 4 
Missouri, Clarence S. Burch, Houston, Texas, Doyen D. le 


Golding, Texarkana, Texas, formerly of Jacksonville, 

Texas, W. Lee Thompson, Lewisville, Texas, Paul Dawson, 
San Antonio, Texas, and Walter E. Hendricks, address un- 
known, for violations of the securities registration and 
anti-fraud provisions of the federal securities laws, the 

mail fraud statute, and conspiracy to violate these statutes 
in the offer and sale of common stock of United Austral.‘ 
ian Oil, Inc. 


Barnhill, Blakeway, Clarence Burch, Gerald Burch, Gold- 
ing, Hammer, Hendricks, Jackson, Mjaaland, Pray, Prince, 
Scott, Stepp, Thompson, Todd and United Australian 
Oil, Inc. were all charged with violations of the securities 
fraud, the mail fraud statute and conspiracy to violate the 
securities fraud and mail fraud statutes. 


Allen, Barnhill, Blakeway, Clarence Burch, Gerald Burch, 
Dawson, Farr, Golding, Hammer, Hendricks, Jackson, 
Mjaaland, Pray, Prince, Scott, Stepp, Thompson, Todd 
and United Australian Oil, Inc. were all charged with vio- 
lations of the securities registration provisions of the fed- 
eral securities laws. 


’ 


The indictment charged that defendants Hardy Buford 
Todd, Gerald Burch and Wallace L. Hammer acquired 
control of United Australian Oil, Inc. in August 1967, 
and that the company and the individual defendants sub- 
sequently sold more than 16,000,000 shares of United 
Australian Oil, Inc. common stock in violation of the 
federal securities laws and the mail fraud statute. 


In the offer and sale of the unregistered United Australian 
Oil, Inc. stock, the indictment charged the defendants 
violated the anti-fraud provisions of the federal securities 
laws and the mail fraud statute in that they made false 
and misleading statements, including the following: 


1) United Australian Oil, Inc. owned irrigated New 
Mexico farmland; 


2) United Australian Oil, Inc. owned a Colorado gold 
mine; 


3) United Australian Oil, Inc.’s Colorado gold mine 
contained at least $40,000,000 in gold; 


4) United Australian Oil, Inc. had assets in excess of 
$1,000,000. 


The indictment further charged the defendants omitted to 
state material facts including: 














n, 
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mn 


1) that Sound-Tronics of Oklahoma, Inc., Tri-States 
Music Company and Memorial Service Foundation were 
all insolvent; 


2) that Omni, Inc. was nearly bankrupt; 


3) that United Australian Oil, Inc. held an expired 
option to acquire a Colorado gold mine; 


4) that United Australian Oil, Inc.'s New Mexico farm- 


land was arid desert land. 


For further information see Litigation Release Nos. 4001, 
4314, 4315, 4349, 4374 and Securities Exchange Act Re- 


lease No. 8498. 








ANNOUNCEMENT 





The SEC announces the replacement of its annual publica 
tion Securities Traded on Exchanges with an up to date 
computer print-out of all issues traded on the nation’s 
securities exchanges. The print-out will alphabetically list 
all issuers, classes of securities, the basic registration form 
used, and the legal status under which the securities have 
been admitted to trading, and will be revised several times 
each year. Copies of this print-out can be obtained for 
twelve cents per page from the Public Reference Room, 
S.E.C., Washington, D.C. 20549. The copying agent will 
invoice you upon shipment of your order 
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